~ ACCOUNTANCY 


Published by 
The Socsety of Incorporated Accountants and Auditors 
Incorporated Accountants’ Hall 


, ' Victoria Embankment 
London, W.C.2 


President : FRED WOOLLEY, J.P., F.S.A.A. 


Vice-President: Str FREDERICK J. ALBAN, C.B.E., F.S.A.A. 


Secretary: A. A. GARRETT, M.B.E., M.A. 
Deputy Secretary: Leo T. LITTLE, B.Sc. 


_ 


VOL. LVI (Vol. 7 New Series) ‘ September. 1945 _ Number 625 
CONTENTS | 
PAGE PAGE ' PAGE 
PROFESSIONAL NOTES LEADING ARTICLES—conid. , TAXATION— 
The End of the War ... . ... 231 Incorporated Accountants’ P.A.Y.E.... 242 
Thanksgiving Weeks ...  ... 231 Course, AY RECENT Tax CasEs 242 


«oad UNIVERSITIES AND THE The Month in the City ... . 244 
Universities and the Profession 232 ACCOUNTANCY PROFES- Polats from Published Accounts 245 
The Late Right Hon. E. Leslie SION 
Burgin, LLD. oo peat: ; ieomaeilinenie’ Goneael While PUBLICATIONS... 4.5 ss. 246 
The Autumn Budget ...  ... 232 of the Society... ...... 999 COMPANY LAW AMENDMENT 
Consolidated Accounts... ... 233 Cohen Committee's Report ... 247 
comers wee ew f Control... oa TAXATION. Le ger a ore PRINCIPLES ... 251 
Careers OREM, . o00 ARTICLE : Taxation of Co-opera- 
tive Societies 00080106) 50D) | ae tate) ase siete | isee” SEB 
EDITORIAL Price Fixing , . 241 The Emergency Acts and Orders 253 
The Commencement of Peace ... 234 . Returns... ... ; a4 . SOCIETY OF INCORPORATED 
Director-Control 1 ACCO ANTS 
LEADING ARTICLES Surplus Cash .... aap ao. ae Examinations ... . 254 
Recommendations on Account- — The Revenue Attitude ... + SA Council Meeting ... . 254 
ing Principles ... a“ --. 285 Interest on Tax Reserve Cer- District Societies . 254 
International Double Taxation: | _ tificates bah bie «+ 241 Personal Notes ... . 254 
Accountants’ Fees i PA . 254 


III—Some Legal Aspects ... 236 


PROFESSIONAL NOTES 


The End of the War 


The war is over. The unconditional surrender of 
Germany has been followed, after the unexpectedly 
short interval of three months, by the capitulation 
of Japan. The nation’s thanksgivings and rejoicings, 
and its tributes to those by whom the victory has 
’ been accomplished, have been eloquently expressed 
by His Majesty the King and by the Prime Minister 
in their broadcast addresses and in the opening days 
of the new Parliament, and in the special services 
held in St. Paul’s Cathedral and throughout the 
country on Sunday, August 19. We now turn, gladly 
but with unremitting effort, to the tasks of peace 
and reconstruction. 

Thanksgiving Weeks ~ 

The National Savings movement, which has been 
phenomenally successful during six years of war, has 
an essential part to play in the period of transition 
and reconstruction. The Chancellor of the Exchequer, 


the Right Hon. Hugh Dalton, has spoken of “ very 
grave financial problems” which will persist for 
several years, while Government expenditure is still 
igh and commodities are scarce. The maintenance 
of a high level of savings is an important factor in 
keeping prices stable. We are confident that members 
of the accountancy profession will support the special 


effort which is being made this autumn. “ Thanks- . 
giving Weeks,” originally planned as an expression of 
thanksgiving for the end of the European war, will 
now happily commemorate the end of war throughout 
the world. 


The following letter, dated August 1, has been ad- 
dressed to practising accountants in the City and 
County of London by Sir Harold Howitt on behalf of 
a committee representative of the professional bodies 
mentioned : ; . 

A Savings Campaign, to be known as “ Thanks- 

iving Week,” will be held throughout the country 
September to November next. The City and 
County of London has been asked once again to open 


' the campaign, and the Right Honourable the Lord 


Mayor has invited me to support the effort to raise 
£125,000,000 during the week September 15 to 22 
inclusive. 

The President of the Society of Incorporated 
Accountants and Auditors (Mr. F. Woolley), the 
President of the Association of Certified and Cor- 
porate Accountants (Mr. F. G. Wiseman), and the 
Chairman of the Association of Scottish Chartered 
Accountants in London (Mr. John Adamson), whom 
I have consulted, readily concur in my inviting the 
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members of the profession to give their wholehearted 
support. 

As the Lord Mayor has pointed out, the need is 
still great both in respect of war expenditure and for 
our own internal affairs, and I sincerely hope that the 
success which has been achieved in previous Savings 
Campaigns will be repeated this time. To achieve 
this the accountancy profession can as_ before 
materially assist by : 

(1) Stimulating savings groups in their offices to 

make a special effort for the week; | 

(2) Using their influence wherever possible to 

make the week a success ; , 


(3) Investing as generously as possible. 


Yours faithfully, ’ 
(Signed) H. G. Howl!rt, 


President of the Institute of Chartered Accountants 
in England and Wales. 


Refresher Course for Service Members 


Incorporated Accountants who have served or 
are serving in H.M. Forces during the war are invited 
to attend a course which has been arranged for them 
at New College, Oxford (by kind permission of the 
Warden and Fellows), from Friday, December 14 
to Saturday, December 22, 1945, inclusive. Members 
attending will be the guests of the Society. It is 
hoped that the course will enable them to re-establish 
personal contacts. with other Service members and 
with members of the Council. It is not intended as 
a substitute for the courses which are being arranged 
by the professional coaches and the commercial 
colleges. Fuller particulars of the arrangements are 
on page 237, and those who are able to accept the 
invitation are asked to do so as early as possible in 
accordance with that announcement. For those 
unable to attend in December, further courses will 
be arranged in 1946. 


Universities and the Accountancy Profession 


An extraordinary general meeting of members of 
the Society of Incorporated Accountants on July 31 
unanimously approved the scheme to enable a course 
of study for a University degree to be combined with 
training for the profession. Particulars of the scheme 
were published in our May issue, and the proceedings 
at the meeting are reported on page 238 of this issue. 
We understand that approval has also been given by 
the members of the Institute of Chartered Accoun- 
tants and by the members of the Association of 
Certified and Corporate Accountants. The first 
candidates for entry to the three professional bodies 
by the new method will be. able to commence their 
University studies next month, and we express to 
them the good wishes of all our readers. 


The Late Right Hon. E. Leslie Burgin, LL.D. 


Mr. Edward Leslie Burgin, whose regretted death 
in his 59th year occurred on August 15, devoted him- 
self to public life and to the work of the legal pro- 
fession. When he entered Parliament in 1929 as 
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Member for Luton, his ability was quickly recognised, 
and he was appointed successively Parliamentary 
Secretary to the Board of Trade, Minister of Transport 
and first Minister of Supply. He was a member of 
the last Parliament, but failing health compelled 
his retirement at the dissolution. After a brilliant 
career at London University, which. later conferred 
upon him the degree of LL.D., he qualified as a 
solicitor, and was at one time Director of Studies to 
the Law Society, upon whose Council he served. 
He had much personal charm, dynamic energy and 
singular gifts, which included the mastery of several 
modern languages and a wide grasp of private inter- 
national law. A frequent guest at functions of the 
Society, both in London and in the provinces, his 
personal gaiety and good humoured wit delighted his 
hosts and fellow guests. Outside his public and 
professional work, he showed himself competent in 
several forms of sport and enjoyed a wide circle of 
friends, both in London and in H den, where he 
resided. Sir Thomas Keens, D.L., F.S.A.A., and 
Mr. A. A. Garrett, were present at the funeral and 
Mr. E. Cassleton Elliott, F.S.A.A., who was un- 
avoidably absent, was represented. 


The Autumn Budget 


In his first speech as Chancellor of the Exchequer, 
Dr. Dalton announced his intention of bringing in a 
supplementary Budget in the autumn, but at the 
same time warned the public against harbouring 
extravagant expectations of tax relief. Certainly, 
the trend of the national expenditure does little to 
justify hopes of very sweeping tax concessions in the 
near future. After a promising start in the early 
weeks of this financial year, war expenditure has 
recently been running at very little below the levels 
of a year ago. For the first twenty weeks of the 
financial year, to August 18, ordinary expenditure 
totalled £2,240 million, a decrease of only £171 million 
on the corresponding period of 1944. This is a re- 


_ duction at the rate of only £445 million a year or 


rather less than the decline of {£500 million tenta- 
tively envisaged by Sir John Anderson in his budget 
of last April. Doubtless expenditure will come down 
with a run now that the war is actually over, but even 
so it seems fairly certain that the deficit for the 
current financial period will be well over £2,000 
million. Any sweeping reduction in taxes, therefore, 
could only help to increase still further the disparity 
between the purchasing power in the hands of the 
public and the limited supply of goods available. 
Now that industry is to work under peace-time 
conditions, it is nevertheless highly important that 
E.P.T. and income tax should be reduced in order 


to give the necessary incentives to enterprise and - 


efficiency both to industry and to individuals with 
wide ranges of income. Since the scope for tax 
reliefs is admittedly limited, Dr. Dalton’s first essay 
in budgeting will therefore be judged chiefly by 
whether he has the wisdom and courage to reduce 
direct taxes, in preference to the indirect taxes, such 
as purchase tax, which perform a useful function 
in discouraging unwanted consumption and in 
mopping up surplus purchasing power. 


CFOs 8,vv Ss Sea ef 


ge 


S<2see@enuypeaseersx eso 


Beek: prs 

232 pe fF Se 
eee 
ta 
a : 
- be 
ee a 
m 
y ee be 
in 
be 
sh 
po he 
W: 
a 
4 pé 
Ce 
pl 
né 

ee 
a 
wi 
ee ye 
th 
Ww 
in 
a = 
be 
T! 
as 
th 
cc 


September, 1945 
Consolidated Accounts 
The Stock Exchange Council has lost little time 
. in making its regulations on the. matter of con- 
solidated accounts conform more closely with the 
recommendations of the Cohen Committee on Com- 
pany Law Amendment. The regulation confirmed 
last February required companies seeking permission 
to deal to publish consolidated balance sheets and 
profit and loss accounts, if they were holding com- 
panies or conducted their business through one or 
more subsidiaries. Following the publication of the 
Cohen Report, however, the Stock Exchange require- 
ments have been made rather less rigorous, and the 
existing definition of a subsidiary company, as con- 
tained in the Companies Act, has been accepted for 
the time being. The requirement of a consolidated 
balance sheet will now be satisfied by the publication 
of either a combined statement or separate state- 
ments of subsidiaires. Similarly there may either 
be a consolidated profit and loss account taking 
in the profits derived from subsidiaries, or there may 
be a separate statement of the holding company’s 
share in the profits of subsidiaries for which credit 
has not been taken in the accounts. The rule is 
waived where there is insufficient time to prepare 
consolidated accounts for the year, following the 
passing of the resolution, and in cases where the 
Council are satisfied that inclusion would be im- 
practicable or misleading, the figures of subsidiaries 
need not be consolidated. 


Germany Under Allied Control 


In the report of the Potsdam Conference, political 
and economic principles are laid down to govern the 
treatment of Germany in the initial control period. 
On the economic side, the whole basis of the settle- 
ment is to deprive Germany of the economic potential 
for waging war. Thus, the production of arms, 
munitions and implements of war, as well as all types 
of aircraft and seagoing ships, is to be prevented 
entirely. But in addition, those industries that are 
directly necessary to a war economy are to be rigidly 
controlled and restricted to Germany’s approved 
peace-time needs. .The practical effect of this state- 
ment obviously depends entirely on how one defines 
which industries are of importance in the war 
economy. The production of metals, chemicals and 
machinery are the only examples mentioned in the 
communiqué. But in modern conditions wireless 
valves, for example, are indispensable to a war 
machine through their use in radio-location. Nobody 
would desire Germany to be left in a position to wage 
yet another war of aggression ; yet it is clear that if 
the definition of war industry were made extremely 
wide, this would result in the elimination of so much 
industrial capacity as to threaten the standard of 
living not only of Germany itself but also of neigh- 
bouring countries dependent on Germany’s exports. 
The statement lays it down that Germany is to be 
assured an average living standard “not exceeding 
the average of the standards of living of European 
countries’ (the United Kingdom and Russia ex- 
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cluded). IfGermany is in fact to attain this minimum 
standard, however, it is clear that a good deal of 
reconstruction will be needed, and jit is open to 
question whether the reparations provisions of the 
agreement will permit this. No reference is made to 


the collection of reparations in the form of a series of - 


annual payments. Instead, reparations are to be 
derived from the confiscation of Germany’s external 
assets and the removal of induStrial capital equip- 
ment regarded as unnecessary for the German peace- 
time economy. It is provided, incidentally, that 
Russia is to receive, in addition to the plant removed 
from her own zone of occupation, 10 per cent. of that 
removed from the Anglo-American zone, and a 
further 15 per cent. in return for deliveries of food, 
coal and other products. How this will all work out 
in practice depends, as has been said, on the inter- 
pretation given to Germany’s peace-time needs and 
that given to the statement that in organising the 
German economy “ primary emphasis shall be given 
to the development of agriculture and peaceful 
domestic industries.” 


Careers for Men and Women 


A helpful series of pamphlets has been compiled 
by the Appointments Department of the Ministry of 
Labour and National Service, with the co-operation 
of professional and educational organisations, Govern- 
ment Departments and other interested bodies, for 
the guidance of men and women who wish to enter 
upon a career after service in H.M. Forces or in wat 
work. The professions and callings described are 
those for which education or training beyond the 
secondary school standard is normally required. An 
introductory pamphlet contains a brief summary 
of opportunities and of the scope of the various 
occupations, each of which is the subject of one of the 
series of numbered pamphlets giving a detailed de- 


scription of qualifications, training and prospects of ~ 


employment. Our readers will be especially interested 
in No. 1, Accountancy and Cost Accountancy. The 
nature of an accountant’s work is explained, and the 
requisite pre-entry qualifications are stated as a good 
general education up to the age of 16 or 17, with an 
aptitude for mathematics and ability ‘“‘to write 
legibly and to think and express himself clearly.” 
Particulars are then given of the methods of qualifying 
under the regulations of the bodies of Chartered 
Accountants in England and Wales and in Scotland, 
the Society of Incorporated Accountants, the Associa- 
tion of Certified and Corporate Accountants, and the 
Institute of Municipal Treasurers and Accountants. 
An increased demand is anticipated for qualified 
accountants in industry and commerce, and to a 
lesser extent in firms of practising accountants. Part 
B of the pamphlet deals with Cost Accountancy and 
the Institute of Cost and Works Accountants. The 
phlets can be obtained by members of H.M. 
orces from their Commanding Officers, and by 
civilian applicants from the offices of the Resettle- 
ment Advice Service. They are also published by 
H.M. Stationery Office at 3d. each. 
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THE COMMENCEMENT OF PEACE 


The long-awaited relief to the world has happily 
arrived by the complete surrender of Japan, following 
the capitulation of Germany in May last. The general 
relief and thankfulness have been emphasised by 
the unexpected rapidity of Japan’s decline, but 
sobered by the necessity to control atomic develop- 
ments and to direct them towards the good of mankind. 
_ The King and his Ministers have communicated to 
His Majesty’s Forces of Great Britain and of the 
Dominions and to the Forces of the United Nations 
the heartfelt thanks of the country for their labours 
and sacrifices. On our part we express the sincere 
thanks of the profession to the men and women who 
left their jobs and their training in accountancy to 
serve the country in the time of need. To the 
disabled, and to the next of kin of those who have 
not returned, we tender our profound sympathy. 

Those coming back must be governed by the general 
provisions of the demobilisation plan. We wish them 
well in the resumption of their interrupted careers. 

It is meet that we acclaim the matchless personality 
and character of the Right Hon. Winston Churchill, 
who so surely led his fellow countrymen from the 
abyss of peril to the heights of victory. We also 
accord to his successor, the Right Hon. Clement 
Attlee, the goodwill of all in the tasks of peace which 
fall to him and H.M. Government. We should like 
to acknowledge a sympathetic courtesy by Mr. 
Attlee when, in 1944, after Incorporated Accountants’ 
Hall was damaged, he paid a personal visit accom- 
panied by Admiral Sir Edward Evans, K.C.B., D.S.O., 
and the Chief A.R.P. Warden for Westminster 
(Captain Charles Norton, M.C.). 

By a unique and unpremeditated linking of events, 
a new chapter in the history of the country was 
opened on August 15, when the termination of the 
war coincided with the opening of a new Parliament 
by H.M. The King. The execution of formidable but 
hopeful tasks in the political and economic spheres 

is favoured by the promise of a stable government, 
whose administration and legislation will receive the 
critical attention of a vi t and well-informed 
Opposition. The problems call less for party politics 
than for the wisdom and experience of Parliament 
as the council of the nation. 
The King’s Speech foreshadows an extensive 
ogramme of legislation for schemes already accepted 
Sy Wise on the country in principle (e.g. universal National 
Insurance) and others more controversial. But 
the main and pressing problems are covered by the 
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more general passages. “‘ The continuing shortages 
in the supply of many necessaries, especially houses, 
food, clothing and fuel ” and the promotion through- 
out the world of 
countries may face with confidence the urgent tasks 
of reconstruction” are substantially matters for 
administrative and executive action under the 


_ direction of Parliament and demand the highest 


priority. But they are not isolated problems and 
closely linked with them are the practical issues of 
demobilisation and man-power, the switching of 
industry to peace-time production, the provision of 
raw materials and the extension of export trade— 
vital to pay for essential imports. Alongside these 
tasks are the great responsibilities for foreign policy 
and for the government of former enemy countries. 
We therefore hope that these priorities will not 
become submerged under a spate of less urgent 
legislation. 

A high level of industrial efficiency unquestionably 
calls for reorganisation in equipment, management 
and administration. The cotton industry is now the 
subject of an enquiry in which management and oper- 
atives under an independent chairman will take part. 
There may be similar procedure for other industries. 

The nationalisation of the mines, subject to fair 
compensation, is likely to be judged solely by results : 
and if nationalisation brings high industrial efficiency 
and contentment in the industry, there should be 
little cavil on purely theoretical grounds. 

We cannot but view with regret the prospective 

break in the long tradition of the Bank of England. 
The Bill is awaited with interest and in the hope that 
the personnel of the Court and of the bank’s efficient 
staff will remain undisturbed. Will it be a case of 
plus ga change plus c’est la méme chose ? 
_ The more distant possibility of nationalisation in 
other industries is hardly encouraging to enterprise 
or to extensive new commitments. Government 
assurance should be forthcoming to neutralise any 
such detrimental tendencies. 

Much is covered by the four short lines in the 
King’s Speech referring to financial provision for 
reconstruction and essential services. There will 

robably be an autumn Budget followed by a Finance 

ill, which, it may be hoped, for the sake of in- 


dustrial enterprise, will mitigate or abolish E.P.T. The 


long-suffering income .taxpayers—and that means 
nearly all of us—have earned some remission which 
the reduction of war expenditure should permit. A 
revision of purchase tax, though welcome, would 
further increase the pressure of demand on the limited 
supply of goods available. 

Increased cash in the public pocket, in circulation 
or by way of bank deposits, can only bring real relief. 
if the goods and services so ently needed are 
available for purchase. That’ and the maintenance 
of savings are an essential counterpart of taxation 
relief. Thanksgiving Week makes an urgent and 
necessary appeal. 

The chapter of history which opened last week is 
full of interest. Some anxiety there must be, but 
uppermost will be the promise of reconstruction, 
restoration, homes, and the fruitful resumption of the 
nation’s peace-time work. 
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Recommendations on Accounting: Principles 


[CONTRIBUTED] 


The recommendations of the Council of the Insti- 
tute of Chartered Accountants on Accounting Princi- 
ples have received a welcome throughout the business 
community, and their labours have consolidated a 
real advance in accounting thought with very little 
controversy. 

The subjects and dates of the recommendations 
are as follows :— eit J 

Tax Reserve Certificates : December 12, 1942. 

War Damage Contributions—Premiums and 
Claims : December 12, 1942. 

The Treatment of Taxation in Accounts: 
March 13, 1943. 

The Treatment in Accounts of Income Tax 
deductible from dividends payable and 
annual charges : March 13, 1943. 4 

The inclusion in Accounts of proposed profit 
appropriations : March 13, 1943. 

Reserves and Provisions : October 23, 1943. 

Disclosure of the financial position and 
results of subsidiary companies in the 
Accounts of holding companies: Febru- 

* ary 12, 1944. 

Form of Balance Sheet and Profit and Loss 
Account: July 15, 1944. ; 

Depreciation of Fixed Assets: January 13, 
1945. 


The valuation of Stock in Trade: June 13, 
1945. 

It would be tempting to speculate on the reasons 
for the order of the subjects, and if it reminds us of 
Chesterton’s “‘ Rolling English Road,” it is none the 
worse for that. It is as though minds stimulated by 
consideration of certain war-time problems (I and IT) 
were drawn to consider further questions on which 
wide differences of opinion related rather to the 
methods of presentation than to treatment in 
accounts (III to VIII) and finally to questions where 
differences are fundamental and are, therefore, 
reflected both in treatment in accounts and in the 
subsequent presentation (IX and X). 

The most striking feature in the recommendation 
on depreciation of fixed assets is the paragraph :— 

“Subject to any periodic adjustment which may 
be necessary, the straight line method (computed by 
providing each year a fixed proportion of the cost of 
the asset) spreads the provision equally over the 
period of anticipated use. It is used almost universally 
in the United States of America and Canada and to 

a large extent in this country. Though other methods 

may be appropriate in the case of some classes of 

assets, the balance of informed opinion now favours 
the straight line method as being the most suitable 
for general application.” 

It would have been interesting to have read the 
evidence on which so forthright a statement has been 
based. Adequate provision for depreciation under 


the diminishing balance method requires the appli- 


cation of a percentage “‘ from two to three times that 
applied under the straight line method,” and it 
‘may be surmised that the recommendation may have 
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been motivated rather by the practical doubt whether 
in general sufficiently high percentages are used under 
the reducing balance method than by more abstract 
considerations. 

In the approach to the question of stock valuation, 
it is emphasised that consistency is the first con- 
sideration ; and there is a valuable analysis of the 
meaning of “the lower of cost or market value,” 
which remains the main principle of valuation. 
Several methods of ascertaining cost are discussed 
—unit cost, first in first out, average cost, standard 
cost and adjusted selling price—and the conclusion 
reached that “cost should be calculated on such a 
basis as will show a fair view of the trend of results 
of the particular type of business concerned.” 

It is recognised that market value may be inter- 
.preted as either the price at which stock is realised 
or the cost of replacement at the accounting date. 
It is recommended that if stock has been valued at 
the lower of cost or replacement value it should be 
so described in the balance sheet, but that in no case 
should it exceed the market value. 

There is no hesitation in describing the practice 
of taking each item of stock and valuing it on the 
basis of the lower of its own cost or market value as 
equally proper and more prudent than the basis of 
the lower of the aggregate cost and the aggregate 
market value. 

Finally, there is an interesting proposal that 
“any reduction in stock values, which exceeds the 
provision embodied in the above recommendations 
is a reserve and should be shown as such in the 
accounts.” 

So concludes a piece of really valuable work which 
has already had its influence in spreading the best 
practice. It is apprehended, however, that it would 
be far from the intention of the authors that research 
on these problems should cease or that rigid com- 
pliance with these recommendations should restrict 
the further free development of technique. The 
aim has been to give a lead. 


“ For there is good news yet to hear and fine things 
to be seen, 
Before we go to Paradise by way of Kensal 
Green.” 


City of London College 


Comprehensive evening courses in preparation for 
the Intermediate and Final examinations of the Society, 
and an Introductory course for newly-articled clerks and 
women audit clerks, will be held during the winter. The 
courses will commence on September 24, and the enrol- 
ment evenings will be September 20 and 21. Preliminary 
enquiries should be addressed to the Secretary of the 
or Electra House, Moorgate, E.C.2 (Clerkenwell 

A short intensive refresher course for accountants 
returning from the Services will also be formed, pro- 
vided there are sufficient enrolments. The course will 
be a day or evening one, according to the demand. 
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International Double Taxation 


I1I—Some Legal Aspects of the New Policy 
By W. B. COWCHER, 0O.B.E., B.Litt., Barrister-at-Law 


In considering the new policy of relief from double 
taxation as embodied in Part IV and the Sixth 
Schedule of the original Finance Bill, 1945, and in 
the Convention of April, 1945, between the Govern- 
ment of the United Kingdom and that of the United 
States, there is one very important factor to be borne 
in mind. To-day taxation, at levels previously almost 
undreamt of, has become largely a determinant of 
economic policy, with the result that the legal form 
of a transaction as distinct from its substance has 
acquired a greatly increased importance. 

From its inception in 1916, Dominion Tax Relief 
has proved to be one of the most difficult of subjects ; 
and the fact that so few cases have been before the 
Courts has probably been due almost as much to the 
complexity of the issues as to the practical spirit in 
which they have been dealt with by the U.K. Revenue 
authorities. The main difficulty has been in the 
application of what. may be termed the “like with 
like’ principle, the proving of the amount of income 
which has in law, but not always in fact, suffered 
two taxes. In the new scheme as set out in the original 
Finance Bill for 1945 (Part IV and the Sixth Schedule) 
there were carefully worded provisions with two 
objects in view, first to ensure that the credit in 
respect of a foreign tax paid should not exceed the 
United Kingdom tax received and, secondly, to 
ensure that the total credit under all the international 
arrangements in force at one time should not exceed 
the total tax payable, exclusive of tax deducted from 
dividends under Rule 20 of the General Rules. There 
were also in para. 7 of the said Sixth Schedule elabor- 
ate provisions under the heading “ Effect on com- 
putation of income of allowance of credit.” The 
general effect, subject to exceptions, was that where 
foreign income was assessable upon the amount 
received in the United Kingdom, then the said amount 
was to be deemed to be increased by the amount of 
the credit for foreign income tax, whilst in income 
arising cases, ‘‘ no deduction shall be made in respect 
of foreign income tax,” and this “ whether in respect 
of the same or any other income.” This last provision 
is, prima facie, remarkable because it is not clear, in 
this connection, that the expression “ foreign income 
tax” is restricted in meaning to the income tax of 
foreign countries with which double taxation arrange- 
ments are in force. 

Altogether, even in principle, the new policy would 
seem to present very complex problems in so far as 
relief to United Kingdom residents in respect of 
foreign tax is to be given by the United Kingdom 
Government. There are, however, two other aspects 
of the problem, viz. : the relief to be given to United 
Kingdom residents by the foreign Government party 
to such an arrangement, and the relief to be given by 
the United Kingdom Government to non-resident 
citizens or corporations of that foreign Government. 


These may well prove the most important features of 
the new policy, because they consist, in general 
principle, of the abandonment mutually: of the 
sovereign right to tax certain classes of income. The 
Convention between the Government of the United 
Kingdom and that of the United States of April, 
1945, is the first of its kind, and will, no doubt, be a 
prototype of other arrangements with the same object. 


The Convention with the United States 

In applying the Convention, there is one factor 
which will unquestionably prove of major importance, 
and that is the quality of the relationship between 
the Revenue officials of the two countries. Given the 
existence of goodwill between the contracting parties, 
a firm resolve ‘“‘ to make the thing work somehow,” 
and reasonable administrative efficiency, the diffi- 
culties, legal and otherwise, which seem likely to 
arise may be overcome. 

Turning to the.more immediate legal aspects of 
the Convention, it is, of course, quite impossible to 
foresee more than a few of the problems and diffi- 
culties of interpretation which will inevitably arise. 
In general, the structure of the treaty consists of 
reciprocal concessions. There is, however, an im- 
portant reservation in Article II (3) whereby, when 
any term, not otherwise defined, is being applied by 
a Contracting Party, then, unless the context other- 
wise requires, it is to have the meaning which it has 
under the laws of that Contracting Party. 

In any document of the nature of a treaty, defini- 
tions are of the greatest importance. Article II 
contains a number of these which are to hold good 
“unless the context otherwise requires’ ; and it is 
worth while referring to some of them. The reader 
will observe that the respective definitions of “‘ resi- 
dent of the United Kingdom” and “ resident of the 
United States’ differ materially. The former is not 
too clear in one respect. In its beginning it excludes 
“a United States corporation”; but at its end it 
declares that “‘a corporation is to be regarded as 
resident in the United Kingdom if its business is 
managed and controlled in the United Kingdom.” 
Unless the words “‘ a corporation ” are to be read as 
“a corporation, other than a United States cor- 
poration,” then the doctrine of “control,” aban- 
doned in the first part of the definition, would seem 
to be restored in the second part. 


Trading Through a ‘‘ Permanent 
Establishment ’”’ 

By Article III (2), a U.S. enterprise is not to be 
subject to tax in the United Kingdom in respect of 
its industrial or commercial profits unless it is engaged 
in trade or business through a ‘‘ permanent establish- 
ment.’’ The definition of this term in Article II 
seems to be a most ingenious device. Prima facie 
the effect is to curtail considerably the liability to 
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A.C. 325, 3 T.C, 462, a sharp distinction has existed 
between trading with the United Kingdom and 
trading within it, the profits of the latter being alone 
taxable. But in order for an assessment to be effective, 
the person to whom profits or income arises must 
either be within the jurisdiction of the taxing Govern- 
ment or be represented by an agent of a type made 
accountable by law for the tax due from his princi 

The limitations of the liability of agents upon behalf 
of their principals will be found under the General 
Rules, Nos. 5-15, Income Tax Act, 1918, although 
Rule 6 is of little account since Smidth v. Greenwood 
((1922), 1 A.C. 417, 8 T.C. 193, and in Section 17 of 
Finance Act, 1925. 

The definition of “ ent establishment ”’ 
leaves unsettled the difficult legal problems which 
arise where a corporation of one of the Contracting 
Parties trades within the territory of the other by 
means of a subsidiary corporation. It does this by 
saying that the fact of the relationship is not of itself 
to create liability. 

Interest 

There is one point which does not seem to be clear. 
By Article VII interest is not to be assessed in the 
country of origin; but it is not clear whether in 

ing the profits of a United States enterprise 
from trading in this country interest payable to a 
United States creditor is to be allowed as a deduction. 
Presumably it is. 

By Article VII, above-mentioned, the exemption 
accorded to interest is to extend to that on “ bonds, 
securities, notes, debentures, or on any other form of 
indebtedness,” and this provision will undoubtedly 
facilitate international lending. Nevertheless, if the 
level of taxation in this country should be materially 
higher than in the United States, the question of 
whether a contract is one for payment of interest or 
for a sharing of profits is certain to arise. The law of 
partnership in this country affords many examples 
of the difficulty of distinguishing between a loan 
creditor and a partner, the fact being that the sub- 
stance of a transaction may be other than its form. 


; A New Experiment | ) 

. Within the space of a single article it is impossible 
to draw attention to many of the legal questions of 
interpretation which present themselves even on a 
first reading of the Convention. The document is 
one of extraordinary conciseness ; but it remains to 
be seen whether this is a virtue and not a defect. In 
| event, when carried into effect, the Convention 

ill be a new experiment in international relationship 
with considerable potentialities for good and evil. 
The best possible results from the legal standpoint 
would probably be secured by entrusting all questions 
arising out of the Convention to an international 
office staffed by Revenue officials of both Far eigs rn | 
Parties. Nevertheless, troublesome as the leg: 


questions may prove to be, they will be only second- 
ary in importance to the economic and political conse- 
quences of the new policy. Time alone can reveal 
_what these are to be. 
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.. 9) Course, Oxford, 1945 


As announced in the August issue, the first Re- 
fresher Course for members of the Society returning 
from service with H.M. Forces will be held at New 


College, Oxford, from December 14 to 22, 1945. The 


Course will be opened by Sir Richard Livingstone, 
D.Litt., Vice-Chancellor of the University of Oxford. 
‘Mr. F. Woolley, the President of the Society of 
Incorporated Accountants, will welcome the members 
on Friday evening, December 14. 
The Course is being held at New College by kind 
ission of the Warden and Fellows. On Sunday, 
December 16, a service will be held in the College 
Chapel at which the Right Rev. The Lord Bishop of 
Lichfield, D.D., will preach. 

The lectures and discussions will be mainly directed 
to subjects which have become of particular import- 
ance during the war period and which will continue 
to be a part of current practice. Arrangements have 
been made for lectures to be given on the following 
subjects. (The list is liable to revision) :— 

1. The Profession during the War. (An address 
by the President of the Society). 
War-time Taxation: A General Review. 
Our Outlook on the Profession. (Informal 
discussion by members attending the Course). 
Suggestions for Reading and Study. 
The Accountant as Auditor. 
The Accountant as Liquidator and Trustee. 
The Accountant as Executor. 
Changes in Commercial Law. 
Modern Methods of Industrial Accounting. 
Income Tax (Schedules A, B, D and E). 
(Two lectures). 
E.P.T. and N.D.C. (Two lectures). 
Government Controls, 
. RAYE. > 
. Accounting Principles. 
. Form of Accounts. 
. Company Law Amendment, 

17. The Etiquette of the Profession. 

Each lecture will be followed by a discussion, either 
by the full Course or in small groups. 

Members will reside in New College and meals will. 
be taken in the College Hall. It is hoped to arrange 
a theatre party on one of the nights and, if possible, 
some facilities for sports in the afternoons. On 
Friday, December 21, there will be a Guest Night 
Dinner in Hall, when the President will invite some 
members of the University and other guests to meet 
members of the Course. 


Members of the Society who have served or are 
serving with H.M. Forces are invited to this Course 
as the guests of the Society. Those who wish to 
attend are requested to communicate with the 
Secretary at Incorporated Accountants’ Hall, Victoria 
Embankment, London, W.C.2, giving full name, 
Service i and address for communications 
and marking the top left-hand corner of the envelope 
“ Incorporated Accountants’ Course, Oxford.” 
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Universities and the Accountancy Profession 
EXTRAORDINARY GENERAL MEETING OF THE SOCIETY | 


An extraordinary general meeting of the Society was 
held in the Oak Hall of the Institute of Chartered 
Accountants on July 31. 

Mr. Fred Woolley, President of the Society, occupied 
the chair, and moved the following resolution : 


“That this meeting approves and authorises the. 


adoption by the Society of the proposals for providing 
improved facilities for the education in the Uni- 
versities of England and Wales of prospective members 
of the Accountancy Profession, as set out in the 
memorandum circulated to all members with the 
notice convening this meeting and the carrying into 
effect of the same notwithstanding the existing bye- 
laws of the Society relating to Examinations and 

Articles of Clerkship, and further authorises the 

Council to make such contributions not exceeding 

£1,000 per annum for a period of three years for 

providing grants to the participating Universities 
as the Council shall in its discretion think fit.” 

The President said : The details of the scheme were 
published in the May issue of AccouNTANcy, and the 
pamphlet sent to each member fully sets forth the pro- 
posals. Those proposals have the cordial support of 
my colleagues and myself and call for but little explan- 
ation from me. There are, however, three general 
considerations which I urge. 

In the first place, the scheme offers university edu- 
cation to those who will enter the accountancy pro- 
fession, and it will continuously raise the standard of 
the profession and improve the capacity of those who 
avail themselves of the facilities. The universities 
have decided that the course presents such educational 
advantages that they are happy to sponsor and promote 
its development as a definite part of university curri- 
culum. This is a new and desirable feature of the 
post-war development of the profession. 

In the second place, the scheme is related to the policy 
of the country in regard to higher education. Every 
boy and girl of the right aptitudes and ability will have 
the opportunity of going up to one of the universities, 
which will increasingly attract the most able and 
enterprising among the youth of the country. The 
scheme is one of the channels through which university 
education will be made available and will enable us to 
attract to the Society some of those to whom I have 
referred ; it will offer them a career on a level of high 
intellectual attainment as well as of ical usefulness 
to the community, particularly in relation to the 
accountancy profession itself and to industry and 
commerce. 

‘My third observation is to emphasise that the arrange- 
ments under the scheme are entirely optional. The 
existing facilities for qualifying by the present system 
of articles of clerkship and under ths special bye-laws 
will continue in force. 

The contacts we have made have established valuable 
co-operation between the universities and the pro- 
fession, and there is a measure and, indeed, a spirit of 
reciprocity in the scheme. Its promotion is not in any 
sense a financial bargain; but the special options for 
those entering the profession, added to the normal 


curriculum for the degree, will roc hye certain addi- 
tional university expenses which the professional bodies 
felt they ought to share. But to this expenditure the 
Council considered they should obtain the support of 
the members. 


This meeting is not only to ask your support to the 
resolution, but to invite your personal co-operation, and 
I ask members in practice to do all they can to stimulate 
the interest of members of their staffs and to recommend 
them to qualify. under the new arrangements’ which 
become available in October next. Seven universities 
have accepted the arrangements and conversations are 
in progress with other universities and university 
colleges with a view to their organising courses on the 
agreed lines. 

In order that there might be a complete measure of 
consultation, Mr. Bertram Nelson and some of his 
colleagues on the Joint Standing Committee have visited 
each District Society in England and Wales, whose 
representatives conferred with representatives of the 
participating umiversity in each area. These con- 


sultations disclosed throughout the Society whole- — 


hearted support, to which you are now asked to give 
formal expression. I would add that I have received 
letters from members giving cordial assent to the scheme, 
and only one expressing dissent. 
_ I wish to express the great indebtedness of the Society 
to Mr. Richard Witty and Mr. Bertram Nelson, the 
Society’s representatives on the negotiating committee, 
for the large amount of time and travelling and for the 
care they have devoted to the negotiations and the 
preparation of the report now before you. We would 
also much like to express oun pleasure at the presence 
of Mr. E. Furnival Jones, whom we welcome both as 
Vice-President of the Institute and as a member of the 
Accountancy Joint Committee responsible for the 
scheme. We have had the advantage of having Mr. 
Furnival Jones as their Chairman, and he has taken 
great interest in the matter from the very beginning. 
I commend this scheme as representing something 
of very great promise for the future. Its success will 
depend largely upon the amount of interest taken in it 


by practising members, as well as by those wishing to 


qualify for the accountancy profession. 

The Vice-President, Sir Frederick Alban, C.B.E., 
seconded the motion. 

At the request of the President, Mr. Bertram Nelson 
and Mr. E. Furnival Jones undertook to answer ques- 
tions. 

Mr. A. V. Hussey (London) asked whether a young 
man would first spend 2} years whole time at the uni- 
versity and then enter the profession after taking his 
degree. 

Mr. H. Rose (London) said that the circular men- 
tioned a number of degrees which might be taken, by 
accountancy candidates. Then it said: “ _The Degree 
course will consist of the following subjects.’’ Did this 
mean that the student could select any of these degrees, 
but, irrespective of what he desired to take, the course 
would be a fixed and agreed one? Or were these sub- 


jects supplementary, in some way, to what each uni- — 


versity or college desired ? 

Mr. A. V..Hussey (London) asked what would be the 
cost to the student. 

Mr. J. Wallace Williams (Cardiff) felt that so far as 
South Wales was concerned, every support would be given 
to the scheme. At the same time, they understood that, 
owing to certain difficulties, the Welsh universities 
would not be available for about twelve months. 
Secondly, there was the question of military service. 
The universities would not accept any boys until they 
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were 18, Therefore there was in any case no prospect 
of these boys qualifying under the scheme until they 
were 23} years of age. By a recent announcement in 
the press, the Army Council had, he believed, suggested 
one year’s military service. That would, no doubt, 
have to take place after the age of 18. . 

Miss Phyllis Ridgway (Hull) said the University 
College of Hull had been in consultation with the 
Societies and had been very helpful. The Hull District 
Society was fully in accord with the scheme. __ 

Mr. J. W. Richardson (Sheffield) recalled that he 
endeavoured to start in a small way with Sheffield Uni- 
versity while Sir Thomas Keens was President, but 
unfortunately could not get very much further. It 
therefore gave him great pleasure to find the progress 
that had been made, and he came down to pay tribute 
to those who had laboured and proceeded thus far. It 
was a matter of great regret to him personally that 
Sheffield University was not included in this list, but 
he hoped that before long that name would be added. 

Mr. C. H. Tranmer (Hull) asked how the proposed 
grant by the three accountancy bodies would be‘distri- 
buted amongst the universities and university colleges 
adopting the scheme. 

Mr. rtram Nelson said that the first question, 
raised by Mr. Hussey, related to the time table. The 
curriculum proposed was elastic, as it must be to meet 
with the needs of individual universities and, indeed, 
of individual students. Subject to that elasticity, how- 
ever, the normal course would be that a boy would go 
to an office for a short time in order to get the atmo- 
sphere of the profession. He would then go to a univer- 
sity for two years nine months, and would finally return 
to his office so as to get the benefit of the senior practical 
experience so essential for a qualified accountant. There 
might be slight variations of that time-table in relation 
to the needs of war service candidates, but that was the 
broad programme they had in mind. 

The second question related to the university degrees. 
In each case it was suggested the candidate should take 
the same subjects, but the name of the degree would 
vary, according to the individual university. Perhaps 
he might add there that there would again be some 
elasticity. Some universities preferred not to take, for 
example, a modern foreign language and would prefer 
certain other subjects, taking into account the needs 
of the individual student. 

The cost to the actual student would vary from about 
20 guineas to 40 guineas, according to which university 
he attended. The average was something about 30 
guineas. In all probability, scholarships on a generous 
scale, with subsistence allowances, would be available 
for boys and girls who could benefit from a university 
course, so they might hope that the financial burden 
on many candidates would be extremely small. That 
was particularly true of ex-service candidates, who were 
able to claim certain facilities for completing or adding 
to their professional experience and training. 

Still on finance, a question was asked as to the grants 
to the individual universities. The proposal was that 
the funds available from the professional bodies should 
be administered by the accountancy members of the 
Joint Standing Committee, on the advice and with the 
assistance of their colleagues on that Committee from 
the academic side. The figure mentioned in the reso- 
lution was, of course, an estimate of the outside cost 
to the Society in the first year. He himself thought 
that the figure would be lower. The sum would be 
distributed between the participating universities in 
broad relationship to the extra classes and extra tutorial 
facilities which they had to provide specifically for the 
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scheme, The accountancy members of the Joint Com- 
mittee, under Mr. Furnival Jones’s guidance, would be 
able to watch the expenditure from year to year. 

The next question related to the date of commence- 
ment. It was hoped that most of the universities with 
which they had been in touch would find it possible to 
commence this October. Other universities and uni- 


versity colleges, who were not yet ready for very good 


reasons, would not be in any way prejudiced by a slight 
postponement, say to October, 1946. 

In common with all professions, they were in some 
difficulty in foreseeing the exact requirements of the 
Government in relation to military service. It was 
understood that the period might be one year, but there 
had been no definite indications yet as to when the 
period of service must be taken. In all probability, it 
would come between the first period of practical service 
in an accountant’s office and the period of university 
training. But they were fortunate in the fact that 
their colleagues on the university side on the Joint 
Committee were extremely experienced on this subject. 
They were meeting the same difficulty in every walk of 
university life, and the scheme did take into account 
the best information and the best forecast available on 
the subject of military service. It was sufficiently 
elastic to provide for any contingency which could be 
foreseen. 

In conclusion, Mr. Nelson emphasised the great debt 
they owed to Sir Arnold McNair and the other university 
members of the Joint ae orsig Sir Arnold McNair 
was not only a leading member of the Committee of 
Vice-Chancellors and Principals, and a distinguished 
educationalist, but he was also a solicitor by training, 
and was now a King’s Counsel. He knew the problems 
of the professions, and he had been assisted by such 
men as Lord Eustace Percy, who had special experience 
as a past President of the Board of Education, and 
now as Chairman of the Committee dealing with Techni- 
cal Education. With them were such well-known 
economists as Mr. Ashton of Manchester, Mr. Carr- 
Saunders of the London School of Economics, Professor 
Jones of Leeds and Professor Smith of Birmingham. 
Sir Arnold McNair had been a magnificent chairman, 
and had guided their deliberations with statesmanlike 
knowledge and with very full appreciation of the problems 
of the profession. (Applause.) 

Mr. E. Furnival Jones said Mr. Nelson had left nothing 
for him to say. Reference had been made to his being 
Chairman of the Joint Committee representing the 
accountants, but there were many experienced chairmen 
present, and they would all know that the success of a 
chairman depended very largely upon the excellent 
assistance he got from those over whom he presided. 
On that Committee no one could have had better 
guidance and assistance. He had had peaple who really 
knew the subject, like Mr. Bertram Nelson, and he had 
had the advantage that those who came to the meetings 
had taken the trouble to think about the subject before 
they came. The trouble a chairman usually had was 
that people did not think about the subject until they 
turned up at the meeting. ed 

He would like to express the deep debt which the 
accountancy representatives on these deliberations owed 
to Mr. Bertram Nelson himself. Mr. Nelson had been a 
tower of strength to them all. 

He was very glad to be there that afternoon. The 
President had not mentioned his chief qualification for 
coming, which was that for about 45 years he had been 
a member of the Society of Incorporated Accountants 
and Auditors, to which he personally owed a very great 
debt. 
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Mr. C. W.- \Lagye: (Lemna) eikeed whisttior the’‘tlen 
in the Forces were equally entitled to this university 
degree course with new members coming along in the 
Institute or Society. He noticed that there was a 
Government allowance for black-coated men. With 
that assistance and what they were giving to the uni- 
versities, together with the scholarships that were likely 
to be allowed, the cpanrtnniins for men coming out of 
the services would be very much greater. 

The President said he was sure the last matter raised 
would be suitably dealt with in the process of practical 

plication. Sir Arnold McNair had done a good deal 

of ‘hard work, and had taken a mes interest in the 
scheme. He had approached it with the sympathy and 
the understanding which might be expected from one 
with such wide experience in these affairs. They were 
deeply grateful to , and he would like it to be put 
b= record on the minutes of the meeting that they had 
so expressed their indebtedness. 
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The President then put the resolution to the meeting 

It was carried unanimously. 
VoTEs oF THANKS 

Miss Phyllis Ridgway (Hall) tsoved @ vole of etinnls 
ts the Presidigt for ‘geeeiding av. the smndeting. It was 
a fitting opening for his year of office, and it was now for 
the members of the Society to find the people to send 
forward to the universities to take advantage of this 
excellent scheme. 


The vote of thanks was carried by acclamation, and | 


Mr. Woolley replied. 

Sir Thomas Keens, D.L., moved an expression of 
sincere thanks to the President and Council of the 
Institute for generously placing that Hall at their 
disposal for the meeting. The Society had had many 
courtesies from them. 

The Vice-President seconded the motion, and the 
President acknowledged the Institute’s helpfulness and 
courtesy. The resolution was carried by acclamation. 


Taxation of Co-operative Societies 


In view of the prevalent misconception regarding the 
position of co-operative societies, it is useful to remind 
our readers of the current status of the societies, 

Prior to the year of assessment 1933-34, exemption 
under Schedules C and D applied to any society regis- 
tered under the Industrial aad Provident Societies Acts, 
1893 to 1928, so long as the number of its shares was not 
limited by its rules or practice, and it sold only to its 
own members, As a result of the recommendations of 
a Government Commission in February, 1933, however, 
the Finance Act, 1933 (Sections 31 and 32) took away 
all exemptions, with the result that such societies are 
now liable under all Schedules ; there is no longer any 
exemption under any Schedule, whether the profits arise 
from dealings with members or with non-members. 


Trading Profits 

The liability under Case I of Schedule D is calculated 
in the same way as applies to any other trader, a deduc- 
tion being allowed for what is colloquially known as 
the “ divi,” i.e., any sums which represent a discount, 
rebate, dividend, or bonus granted by the society to 
members or persons in respect of their transactions with 
the society, being transactions taken into account in 
the computation, provided the sums are calculated by 
reference to the amounts or magnitude of the trans- 
actions and not by reference to the amount of any share 
or interest in the capital of the society, Undistributed 
profits are taxed in the same way as with other trading 
concerns. 


Investment Companies 

A registered society whose business consists mainly 
in the making of investments, and the principal part of 
whose income is derived therefrom, is entitled to claim 
repayment of tax on management expenses in the same 
way as any investment company. 


Loan and Share Interest 


There is an important difference between an ordinary 
trading company and a co-operative society when it 
comes to the question of interest paid. While in both 
cases any loan or share interest is not an allowable 
deduction in the computation of profits, the method of 
collection of tax varies. 

The ordinary company pays tax on its profits as 


assessed, and recoups itself by deduction at-source under 
General Rules 19 and 21 in the case of interest, and 
General Rule 20 in the case of dividends on shares. 

The registered co-operative saciety, however, must 
pay . its share or loan interest without deduction of tax, 
eaving the recipients to be assessed under Case III of 
Schedule D. To avoid a double charge, the society is 
allowed to deduct from the tax-it would otherwise have 
to bear for the year of assessment, a sum representing 
tax on the interest paid by it in that year without 
deduction of tax. Should the tax on the interest exceed 
the amount of tax which the society would otherwise 
bear, so that full relief cannot be given for any st of 
assessment, Section 19 of the Finance Act, 1928, applies 
to the excess as if it arose under a General Rule 2 
assessment, so that the excess of the interest over the 
net assessments is carried forward as a loss (with the 
usual six years’ limitation). The society is required to 
make a return each year by May 1, of the names and 
addresses of every recipient of interest amounting to 
£5 or more in the preceding year of assessment, showing 
the amount paid to each. 

In the case of loans to members, the sociéty is assess- 
able on the interest under Case III. To meet the hardship 
that arises from bad debts with borrowers, it is under- 
stood that the society may be assessed on the interest 
received in the previous year, pene this basis is 
consistently adopted. 


N.D.C. and EP.T, 
The lability to these taxes follows on income tax 
principles in the ordinary way. 


Scottish Notes 


New Edinburgh Professor 

The University Court of the University of Edinburgh 
have appointed Mr. A. G. Murray, C.A., to the Chair of 
Accountancy and Business Methods of that University. 
This Chair has been vacant since 1943, when Professor 
William Annan resigned. Mr. Murray is a partner of 
Messrs. Dalgliesh and Murray, C.A., Edinburgh, and 
Editor of the Accountants’ Magazine. 
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Price Fixing . 

The statement made by the Chancellor of the 
Exchequer in answer to a question on May 29, 1945, 
that one-eighth of the value of Government-owned 
assets is allowed to rank as capital employed for profit 
determination purposes, has given rise to some mis- 
conception. We therefore think it well to emphasise 
that this arrangement has no application to the com- 
putation of capital employed for E.P.T. purposes. The 
intention is that contractors shall in effect receive a 
management fee for the handling of Government-owned 
assets. The allowance is given irrespective of whether 
a rental is charged. In most cases, it is probable that 
the allowance merely increases the E.P.T. payable. : 
Returns 

Many complaints are being received of clients receiv- 
ing reminders that they have not made their returns 
weeks after the returns have in fact been made. Allow- 
ing for staff problems, it seems that there is avoidable 
confusion in many Inspectors’ offices. We would like 
the system of notifying the accountant rather than the 
client to be adopted, where the return is always prepared 
by the accountant. Reminders long after the dis- 
patch of the return raise doubts in the’client’s mind as 
. to whether the accountant is doing his job, and give 
rise to much unnecessary explanation and avoidable 
work. . 


Director-control 

The decision of the House of Lords in C.I.R. v. J. 
Bibby & Sons (1945 T.R. 171), is a very important one, 
and, although against the Revenue contention, will 
operate harshly in some cases. Briefly, the law now is 
that if a director is registered in the company’s Register 
of Members as the shareholder, those shares must be 
taken into account as if they were owned beneficially 
by the director, irrespective of any duty he may owe to 
cestius que trust, in determining whether the directors 
have a controlling interest in the company. The control 
of the company resides in the voting power of its share- 
holders, and if the directors are the registered pro- 
prietors of a majority of the voting power, they control 
the company. The remedy for a director voting con- 
trary to some duty he owes to outsiders lies elsewhere. 
The House expressly refrained from deciding whether 
this would apply to a bare trustee, e.g. the case of a 
director who puts shares into the name of a nominee, 
taking probably a blank transfer executed by the 
nominee. 


‘Surplus Cash 

Readers who are arguing E.P.T. cases dealing with 
surplus cash will do well to study the House of Lords 
judgments in C.I.R. v. Terence Byron (1945 T.R. 167), 
where it was held that premises destroyed are still 
“employed ’”’ in the trade or business at their cost 
price. The phrase “‘moneys not required for the 
purposes of-the trade or business ’’ are construed too 
narrowly by the Revenue. The Act does not say “ rot 
used in the chargeable accounting period,’’ and there are 
many businesses where the cash balance is swollen 
simply because stock and debtors are abnormally small. 
The moneys are definitely required for the purposes of 
the trade, though not in immediate use, and like the 
bombed theatre are, in the words of the Lord Chan- 
_cellor; ‘‘ still employed in the trade or business, even 
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Taxation Notes 


though . . . not actively or productively employed in the 
accounting period.” — , 


The Revenue Attitude 

A high rate of taxation always gives rise to attempts 
at evasion, and accountants are already faced with 
back duty investigations, and the indications are that 
these will grow in number even more than after the last 
war. It necessarily follows that Inspectors of Taxes 
must be suspicious in appropriate cases ; they are more 
than watchdogs. With that attitude (but we repeat, 
in appropriate cases) we cannot disagree. There is, 
however,.a regrettable tendency, supported, we regret 
to say, by their Head Office, for Inspectors to strain 
the interpretation of the Acts in the attempt to extract 
the maximum amount of tax. , In all cases of doubt, 
for- instance, the emphasis is against the taxpayer. 
We would remind the officials concerned that their job 
is to see that the proper amount of tax is paid, neither 
more nor less, and genuine doubts should, in our view, 
be resolved in favour of the taxpayer. Some accountants 
must share the blame ; by putting forward extravagant | 
‘claims they. make matters worse. Again, there are many 
accountants who too readily accept’ an Inspector’s 
“‘ ruling.’’ Several instances have recently come to our 
notice where an accountant who was prepared to dig 
in his heels and insist on his arguments being given 
due weight has succeeded in his point, although other 
accountants had given way in similar circumstances. 
This does not result in equal treatment of all tax- 
payers. We commend to both accountants and In- 
spectors of Taxes the practice of careful thought, 
remembering that a man is innocent until proved 
guilty. A good example was where the Inspector en- 
quired whether there was any capital expenditure in a 
certain expense item. The client said no, the accountant 
could not “ certify ’’ there was not, so the Inspector 
suggested disallowing a proportion of the expense to 
cover ‘‘ any such expenditure.’ The Inspector could not 
point: out any capital item and the accountant cate- 
gorically refused to a disallowance on mere suspicion. 
After an interview the Inspector dropped his claini. 
Yet we know of cases where such “‘ compromises ” are 
common, on no better ground. -A little more trust 
between the parties would help ; in general, the City of 
London districts are much more reasonable than many 
outside, possibly because they know the accountants 
better. 


Interest on Tax Reserve Certificates 


The Special Commissioners take the view that: 
“Interest on tax reserve certificates is not available 
for any other purpose than satisfaction of part of the 
tax debt, for which the certificates are tendered. The 
company would have no power to take the interest and 
make an equivalent payment to the Exchequer, since 
the interest is available only for the one speciff¢ purpose 
above. It follows that the company could have no 
non-taxable tax reserve certificate interest in hand 
available for distribution and this position could not 
be affected by any accounting procedure designed to 
show a non-taxable balance available for distribution 
in the company’s books.’’ We must say that we do not 
follow the reasoning, which ignores the twofold aspect 
of the transaction. If it is right, it appears that it was 
unnecessary to give exemption of the interest from 
‘income tax, as the company never “ received ’’ it, and 
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it could not therefore be assessable. What is the differ- 
ence between this interest and the discount on Treasury 
Bills or on a trade debt ? 

It will be interesting to learn the result of an appeal 
on the question. 


Accountants’ Fees 


In Worsley, Brewery v. C.I.R. ((1932) 17 T.C. 349), 
accountants negotiated the company’s E.P.D. liability 
for the seven accounting periods to September 30, 1920, 
the fees for this work and for the preparation of accounts 
being allowed as deductions. In ‘1925 and 1930, an 
investigation by. other accountants, beginning in 1925, 
resulted in a repayment of duty. The company sought 
to charge their fees against the profits of the relevant 
accounting periods. The Commissioners decided against 
the company, and the Court upheld their finding, on 
the grounds that it was a question of fact and that 
the expense could not be deducted before it was incurred, 
viz. 1925. ‘‘ Accounts for a past year can only be 
re-opened to let in new matters when these new matters 
have arisen by reason of the development of something 
which was inherent or implicit or had its root . . . in the 
period to which the relation back is asked for.’’ The 
Revenue authorities still rely on this ruling. 
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P.A.Y.E. ‘ 

Our readers will know from personal experience 
the serious delays that have arisen in the offices of 
Inspectors of Taxes, quite apart from the publicity 
given to the thousands of unanswered letters dealing 
with P.A.Y.E. All this was foreseen by the accountancy 
profession ; it was obvious that too big a load was being 
placed on the Revenue machine, and we cannot imagine 
that the Revenue themselves did not foresee it, but they 
were apparently overridden by political reasons. It is 
to be hoped that the second Finance Bill will contain 
provisions that will lighten the load, no doubt by 
increased allowances that will take thousands of wage- 
earners out of income tax altogether, and, we hope, 
by an alteration of allowances to make them fit coding 
better than the existing ones. Such a step, coupled 
with the increase in labour that should be available, 
should, it is hoped, enable the machine to resume 
up-to-date working, though it will take time to train 
the labour. 

It is important that P.A.Y.E. be brought up to date ; 
it is bad that overpaid tax be held up. It is equally 
important that other aspects of taxation shall not be 
delayed because of the bottleneck in Schedule E. 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income Tax—Electricity undertaking owned by local 
authority—Profits applicable to relief of vates—Limit of 
permissible application 14 per cent. of the outstanding debt 
of undertaking—Electrical equipment and wiring install- 
ations supplied on hive-purchase—Loans raised by 
authority to finance same—In 1936-7 £64,294 loans raised 
and {£14,446 recovered from hirers, leaving £49,849 net— 
Whether this amount part of the outstanding debt of the 
undertaking—Income Tax Act, 1918, Schedule D, Mis- 
cellaneous Rule 6. 


In the case of Wallasey Corporation (Boucher) v. Hood 
(K.B.D., April 11, 1945, T.R. 113), the issue was as set 
out above. The Revenue had contended that in com- 
puting the debt of the undertaking, the £49,849 should 
be deducted on the ground that there was a correspond- 
ing debt due from the persons to whom the appliances, 
etc., had been supplied. The General Commissioners had 
upheld the Revenue view, and the Borough Treasurer, 
Mr. Boucher, had demanded a case. Macnaghten, J., 
reversed the Commissioners’ decision. It is difficult to 
appreciate from the report the exact argument put 
forward for the Crown. Manifestly, if A. owes C. £500, 
and D. owes A. £400, A.’s indebtedness is £500, what- 
ever he himself may be owed. The case when printed 
will, no doubt, make the matter clear. 


Income Tax—Settlement—Covenant by settlor in deed 
dated September 10, 1936, for payment of monthly sums of 
£33 6s. 8d. during joint lives of self and son “‘ clear of all 
deductions including income tax ’’—Covenant revocable 
and caught by Section 38 (1) of F.A., 1938—To take advan- 
tage of para. (1) c of Part II of Schedule III of F.A., 1938, 
deed revoked and second deed executed dated September 9, 
1938, to pay same monthly sums from September 30, 1938 
—Covenant in new deed not revocable within 6 years from 
September 11, 1936—Covenant for payment free of tax 
invalid under Rule 23 of General Rules, Income Tax Act, 
1918—Third deed executed, dated March 6, 1939, whereby 
monthly sums reduced from {33 6s. 8d. to £22 13s. 4d.— 
Fourth deed executed December 30, 1939, whereby deed of 


September 30, 1938, as amended by third deed, to be read 
as if {22 13s. 4d. was to be after deduction of income tax 
—But last deed under provisions of second deed revocable 
after 6 years from September 11, 1936—Fifth deed executed 
April 1, 1940, extending restriction on power of revocation 


from September 11, 1942, to April 7, 1946—Whether deed © 


effective in extending period of restriction so as to comply 
with proviso to Section 38 (1) (a) of F.A., 1938. 


The esseutial facts in Taylor v. C.I.R. (K.B.D., April 
12, 1945, T.R. 117) are set out in the heading. The 
Special Commissioners had held that the 1940 deed had 
failed of its object ; and Macnaghten, J., affirmed their 
decision. 

He said that the Revenue had conceded that the 
annuity as reduced under the deed of March 6, 1939, 
was within the proviso to Section 38 (1) (a) of F.A., 
1938, whilst for the appellant it had been conceded that 
the additional sum under the fourth deed was revocable 
after the lapse of 6 years from September 11, 1936. 
The question was whether a covenant irrevocable for 
a period of less than 6 years, but made irrevocable for 
the full period whilst still irrevocable was within the 
proviso to Section 38 (1) (a), which fixed the 6 years 
period from the time when the first of the annual pay- 
ments became payable. The first payment under the 
fourth deed became payable on December 30, 1939, and 
the deed was revocable at any time after September 11, 
1942. It was, therefore, not within the proviso. 


Sur-tax—U ndistributed income of company—Income from 
investments—A pportionment of whole income to appellant 
—Appeal against apportionment—W hether appellant any 
right of appeal on ground that apportionments excessive— 
F.A., 1921, Section 21; Schedule I, paras. 1,2, 3, 10— 


F.A., 1936, Section 19 (5), F.A., 1939, Section 15. 


In Burston v. C.I.R., Halperin v. C.I.R. (K.B.D., 
April 17, 1945, T.R. 147), the whole of the income of 
an investment company called the Burlah Trust, Ltd., 
had been apportioned to the appellant, Burston, by 
virtue of F.A., 1922, Section 21, and F.A., 1939, Sec- 
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tion 15; and he appealed to the Special Commissioners 
upon the ground that the apportionments were ex- 
cessive. They had held that there was no right of 
appeal upon this ground, and Macnaghten, J., upheld 
their decision. 

He said that under sub-section (2) of Section 21 of 
F.A., 1922, any tax apportioned to a member of a 
company was to be assessed upon that member in the 
name of the company and that there was no provision 
in the Acts for making the tax so apportioned payable 
by the said member except where the tax was not paid 
by the company within the periods specified in Section 
19 (5) of F.A., 1936, in which case it was to be recoverable 
from the member. For the appellant it was argued that, 
by reason of the last-mentioned sub-section, the appel- 
lant might be an aggrieved person ; but Macnaghten, 
J., did not think that it could be construed “as in- 
ferentially giving a right of appeal which apart from 
that provision, would not exist.’’ He pointed out, 
further, that para. 10 of First Schedule, F.A., 1922, 
gave the company the right of appeal against an appor- 
tionment of its income ; but, by sub-section (5) of Sec- 
tion 15 of F.A., 1939, that right was withdrawn, and the 
company’s rights of appeal restricted to those under 
paras. 1, 2, 3 of the First Schedule F.A., 1922, i.e., 
against a direction and not against an apportionment. 
In case of an adverse decision by the Special Com- 
missioners against a direction, there was a right of 
re-hearim® before the Board of Referees. It would, 
therefore, be possible, if appellant’s argument held, for 
one appeal by the member against an apportionment 
to be heard by the Special Commissioners with recourse 
to the High Court, and another appeal by the company 
to the Special Commissioners with a recourse to the 
Board of Referees, with the resultant possibility of differ- 
ing and inconsistent decisions. 

It seems to the present writer that, whatever the 
actual merits or demerits of the case, an important 
constitutional point is involved in the above decision. 
Sub-section (2) of F.A., 1921, directs the assessment to 
be made upon the member in the name of the company, 
and it would seem that, apart from the question of 
payment, a member has a grievance and is therefore 
“‘a person aggrieved ’’ within the meaning of Section 
136 (1) of I.T. Act, 1918, if he considers the apportion- 
ment to be unjust. It is interesting to note that, in 
connection with the taxation of non-residents by assess- 
ments made in the name of agents, etc., there is appar- 
ently no right of appeal specifically given to the non- 
resident except under General Rule 9 (2) against a 
percentage determined under General Rule 8, despite 
the fact that under General Rule 14 the person charged 
in respect of the non-resident is given the right of 
retention against his principal of sufficient to pay the 
tax charged, and is given an indemnity for all such 


payments. 


Income Tax—Settlement—Appeal to Special Commis- 
sioners—Case stated and appeal to High Court—Deter- 
mination by Court in favour of Crown in principle, but 
case vemitted to Special Commissioners to deal with a 
question of amount—Hearing by Special Commissioners on 
January 4, 1943—Decision in favour of Crown on January 
11, 1943, communicated by post to parties in writing— 
Supplemental case not demanded until November 11, 1943 
—Whether in circumstances 21 days’ time limit imposed by 
Section 149 of I.T. Act, 1918, applicable. 

Burston v. C.I.R. and Halperin v. C.I.R. (K.B.D., 
April 17, 1945, T.R. 153) was a second case in which 
the same parties were involved. It had originated in 
1942—24 Tax Cases 285—and would have come before 
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the Court again upon the question of quantum, but for 
the fact that a preliminary objection of the Crown was 
upheld by Macnaghten, j., to the effect that the 21 
days’ limit imposed by Section 149 of I.T., 1918, applied 
to supplemental cases. He held that it did, and that 
the Special Commissioners, in stating the supplemental 
case had exceeded their powers. f 


Sur-tax—Dividend—I ncome of Investment company within 
Section 21 of F.A., 1922—Direction by virtue of Section 14 
of F.A., 1939—Dividend and apportioned income falling 
into same year—Method of computing relief due—F.A., 
1922, Section 21—F.A., 1927, Section 34—F.A., 1936, 
Section 20 (1)—F.A., 1939, Section 14. 

Gollin v. C.I.R. (K.B.D., April 19, 1945, T.R. 157) 
was a case which originally came before the Courts in 
1942-3 ((K.B.) 168 L.T. 78 and 274, 25 T.C. 161). An 
investment company, the Otmoor Trust Company, 
made up its accounts to March 31, and distributed its 
income as dividend shortly after April 5 in each year. 
In 1938-9, £4,965 was distributed as dividend, and, 
Section 14 of F.A., 1939 applying to the case, £4,989 
became income of the same year, all of which income was 
income of appellant and his wife. In addition to this 
source, appellant had other income of £3,717. The 
effect was to create a total income of £13,671 for sur-tax 
purposes, and, on an application for relief under Section 
34 of F.A., 1927, the Special Commissioners had taken 
the £4,965 from 1938-9 and thrown it into 1937-8, thus 
creating a similar situation for the latter year. For the 
appellant, it had been contended that the proper way 
was to revise all assessments back to 1928-9, the year in 
which appellant first had shares in the company. The 
Court of Appeal had held that the Special Commissioners 
had a discretion of the widest possible character, but 
were otherwise of no help in solving the problem. On 
the case coming before the Commissioners again, they 
cut the knot in the following way : 

s. d. 
Tax on income of £3,717 taken alone ... 158° 7 6 
Tax on addition of £4,965 to the £3,717... 1,136 0 0 
Tax on addition of £4,989 to the £3,717... 1,143 10 0 


Total for 1938-9 ... £2,437 17 6 
By this method the relief was £645 against £320 as 
originally computed. Macnaghten, J., approyed this 
method and characterised the appeal as idle. He said 
that, as the Revenue would ultimately lose sur-tax for 
one year upon the Otmoor Trust Company’s dividend, 
the result seemed to be in every respect just in that so 
far as it was possible to do so, it remedied the injustice 
created by F.A., 1939. 


Schedule D—Farming—W hether partnership of father and 
son. 

Taylor v. Chalklin (K.B.D., April 19, 1945, T.R. 159) 
was another of the cases where a partnership was claimed 
to exist between a father and his son. The General 
Commissioners, upon the facts, had come to the con- 
clusion that there was no partnership down to April 5, 
1943. Macnaghten, J., held that the facts set out in 
the case were wholly insufficient to establish there was 


a partnership. 


Excess Profits Tax—Computation of average capital— 
Destruction of premises—Should cost thereof be thence- 
forward excluded in computing capital employed ?— 
Finance (No. 2) Act, 1939, Sections 13 (3), 14 (2); 
Seventh Schedule, Part II, para. 1. 

The case of C.J.R. v. Terence Byron, Ltd. (House of 
Lords, May 17, 1945, T.R. 167), was noted in our issues. 
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of December, 1943 and September, 1944. The General 
Commissioners, Macnaghten, J., and the Court of Appeal 
had all answered ‘the question in favour of the taxpayer, 
and the House of Lords followed suit. ‘The Lord Chan- 
cellor gave the only judgment of a unanimous Court. 
The Crown, basing upon Sunget Rinchiny Rubber Co., 
Lid. v. C.I.R. (1925, 4 A.T.C. 430), had argued that the 
asset bought was a theatre and that after the bombing 
there was a different asset, namely, the site with rubble 
upon it. As against this, Lord Simon said that the 
company still had the asset which it had originally 
bought, though it had been very much-damaged. If 
instead of being laid waste by bombing part of the 
theatre had been damaged by lightning it could hardly be 
said that the asset bought had been turned into some- 
thing else. The company had bought the freehold 
site with a valuable building upon it and all that had 
happened was that whilst the original asset continued 
to be owned by the company its value had been greatly 
reduced. On this view, for the purpose of computing 
E.P.T. capital the value to be taken was the price 
originally paid. The alternative contention by the 
Crown that the capital represented by the property 
was no longer employed in the business was rejected, 
although Lord) Simon said that if the company decided 
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Markets and the Election 

Prior to the delivery of the King’s Speech, there were 
two fairly clearly defined phases in the markets’ reaction 
to the advent of a Labour Government. After the 
first day’s indiscriminate selling there developed a 
decided preference for British Government securities 
over all forms of industrial equity. During this period 
there was a steady rise in gilt-edged stocks, while 
ordinary shares fell by more than 10 per cent. from their 
pre-election levels. During the second phase the advance 
in gilt-edged was accelerated, and a rise to 87} in 
Consals- 2} per cent. reduced the long-term rate of 
interest to a mere 2 per cent. At the same time, how- 
ever, there was a marked recovery in ordinary shares, 
whose values regained more than half their previous 
losses. *The continued advance in British Government 
securities can be attributed to two factors. In the first 
stage it was mainly due to money withdrawn from 
equities being reinvested in the relative security of 
British Government stocks. But'in the second stage 
a more positive influence arose in the belief that a 
Labour Government would be even more insistent on 
the maintenance of cheap money than a Conservative, 
and that being more favourably disposed towards 
controls it might be better able to put that policy into 
effect. ‘In the industrial market the initial fall in prices 
“was most marked in the case of shares in industries 
scheduled for ultimate nationalisation, and shares 
whose prices discounted the possibility of future dividend 
increases more optimistically than seemed warranted 
in the changed political circumstances. The subsequent 
recovery was not based on any more accurate informa- 
tion about the Labour Government’s intentions, but 


mainly on the feeling that the fall might have made too © 


much allowance for the new risks. It was hoped that 
compensation in the case of nationalised industries 
would turn out to be fair on the basis of current market 
prices, and that the Labour Government would be 
sufficiently realistic to mitigate E.P.T. and thus main- 
tain incentive in the private sector of the economy. 
In addition, the abundant monetary conditions implied 
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to abandon the use of the site for its business different 
considerations might arise. He held that the asset 
at Hull, i.e., the property in question, was still employed 
in the business even though not actively or productively. 
He did not deem it necessary to discuss the-argument of 
the company that even if the damaged site fell to be 
regarded as a new asset, it was one which had to be 
valued after taking into account the company’s war 
damage claim. 

The decision is an important one and will in principle 
affect a large‘number of cases. There is one question 
which arises out of the main contention of the Crown. 
In the Sungei Rinching Rubber case it was held that a 
piece of jungle cleared and planted with rubber trees 
was an asset different from what existed before. By 
parity of reasoning, a rubber plantation which has 
reverted to jungle would also become a different asset. 
What, then, would have been the position if the theatre 
site had been-cleared of the wreckage ? Apparently, 
the Court’s decision upon the Crown’s alternative con- 
tention would have to be relied on. Altogether, although 
the decision is valuable to the taxpayer, it would seem 
to raise a number of difficult questions, particularly 
upon the point as to when capital ceases to be employed 
in a business. 


in the City F. 


in the Government’s cheap money policy suggested 
that buying pressure would continue to be great in the 
equity sections of the market. 
The King’s Speech mee 

The end of the war with Japan naturally induced 
a fresh burst of activity among Far-Eastern securities, 
and this has been the only section of the market which 
has been more influenced by external events than by 
the domestic political situation. The investment 
implications of the King’s Speech were no more dis- 
couraging than had been expected, and in many respects 
less so. It had already been accepted as inevitable that 
the Bank of England and the coal-mining industry would 
be scheduled for nationalisation, and it was a relief that 
the proposals did not specifically go any further. It 
was noted, of course, that the Government was given 
the task of ‘securing by suitable control or by an 
extension of public ownership that our industries and 
services shall make their maximum contribution to the 
national well-being.” This could cover any future 
measure of nationalisation which the Labour Govern- 
ment regarded as necessary, and would be equally 
appropriate to a moderate or an extreme policy. At 
the same time it may be regarded as significant that 
neither transport, banking nor iron and steel were 
specifically mentioned as coming within the immediate 
scope of nationalisation. In the case of the railways 
it may be felt that the present rental agreement already 
gives effective control, and that full nationalisation can 
therefore be postponed until more urgent legislation 
has been passed. The position of the gas and electricity 
industries, however, was left more doubtful, since it~ 
was mentioned that the nationalisation of the coal- 
mining industry was part of a concerted plan for the 
co-ordination of the fuel and power industries. The 
other main point in the King’s Speech which remained 
for subsequent elaboration concerned investment. It 
was stated that machinery would be set up to provide 
for the effective planning of investment, and from the 
investor’s point of view very much will depend on the 
exact interpretation of this phrase. 
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Points from Published Accounts 


Beechams Consolidated Statement 

No doubt in intelligent anticipation of the recom- 
mendation which the Cohen Committee has now made 
about the publication of consolidated accounts, a great 
many companies have in the last year or so begun to 
publish group statements. The latest company to 
join the ranks of those giving this additional informa- 
tion is Beechams Pills, and in many ways the con- 
solidated balance sheét submitted by this undertaking 
is the most interesting document of this sort to have 
come to our notice. A year ago the position was that 
out of the parent company’s asset total of £6,787,885, 
as much as {5,127,379 was represented by interests in 
subsidiaries and £938,789 by formule, trade marks and 
goodwill. It was not a difficult conjecture that a 
further sum for intangible assets was, in effect, included 
in the book value placed upon the interests in sub- 
sidiaries. The consolidated balance sheet now shows 
formulz, trade marks and goodwill to total 4,223,786, 
this being the leading entry under the heading “‘ capital 
assets.” The assets and liabilities of overseas sub- 
sidiaries have, however, not been consolidated, and the 
value of {1,017,031 placed upon the shares in these 
undertakings is stated to be represented as to £414,000 
by net tangible assets. It follows that in this entry 
there is another £603,031 for goodwill. In addition 
there is an item of £4,744,213 described as ‘ excess of 
book value of shares in subsidiary companies over the 
appropriate proportion of the aggregate book values 
of the assets of such undertakings.” The total entry 
for intangible assets may thus be taken as £9,571,030. 
With the group assets total being shown at £13,787,609, 
and with current liabilities appearing at £2,061,579, 
the net tangible assets can be calculated as £2,155,000. 
This fails to cover even half of the £4,402,465 interest 
of outside shareholders in subsidiaries, let alone leave 
any tangible backing for the parent company’s own 
share capital of £3,812,500. 


Patons and Baldwins ; 


The Patons and Baldwins accounts gain in interest 
because of the chairman’s intimation that it is proposed, 
as soon as regulations permit, to make an issue of bonus 
shares so as to bring the nominal capital into closer 
relationship with the capital actually employed in the 
business. After allowing for the £500,000 of debenture 
capital there are net assets of £5,993,183, whereas the 
total share , capitalisation is only {£3,278,596. The 
difference of {2,714,587 represents reserves which have 
been built up from past earnings and these are equivalent 
to 140 per cent. of the ordinary capital alone, which 
amounts to £1,919,149. One point which the chairman 
makes in support of the policy of enlarging the issued 
capital is that in future years all the capital in the 
business will be required to finance the company’s 
operations. It is, however, impossible for shareholders 
to see how the company stands in relation to quick 
resources, for while there are separate entries of £479,445 
for British and Dominion Government securities and 
municipal loans and of £39,948 for other investments, 
the cash holdings are bulked with debtors, bills, tax 
reserve certificates and the net floating assets in Shanghai 
in a curious omnibus item of £3,411,578. It would be a 
great improvement if, in future years, the constituents 
of this unwieldy entry were to be stated separately. 


The General Electric accounts are excellent in lay-out, 
with comparative figures being furnished in both the 
profit and loss account and the balance sheet and with 
the assets and liabilities being grouped and sub-divided 
in logical order. But the prime profit figure amalgama- 
mates the company’s own trading profit and the income 
from subsidiaries and other investments without dis- 
tinguishing between the three sources of revenue, and 
is, moreover, stated after deducting undisclosed amounts 
for E.P.T. and contingencies. In the balance sheet, 
interests in subsidiaries are shown at 4,332,856, an 
amount which is large both absolutely and in relation 
to the assets total of £25,974,042. Yet there is no 
consolidated balance sheet. This deficiency is most 
keenly felt when consideration is paid to the financial 
position. During the year the company issued {2 
million of 4} per cent. “C” preference stock and 


“used the proceeds to repay a temporary loan of. the 


same amount. It is now shown to have {3,929,092 in 
cash, tax reserve certificates and British Government 
securities, while at £16,130,695 the total of current 
assets compares with an aggregate figure of £10,511,400 
for current liabilities. -In view of the controversy 
which the issue of preference shares aroused, it would 
have been interesting to know whether there is a further 
surplus of net current assets in the books of the sub- 


sidiaries. P 


Rolls-Royce 
The trading profit returned by Rolls-Royce is deter- 
mined after making provision for E.P.T. and con- 
tingencies, but it excludes the profits of the subsidiary 
companies. No indication is given as to the amount of 
these profits, which are not necessarily small merely 
because the interests held in them have a book value 
of only £81,176, for these interests are brought in at 
cost, less reserves and amounts written off. A feature 
of the balance sheet is that for the first time a pro- 
vision for deferred repairs appears among current 
liabilities at £200,000. The chairman intimates that 
this item is to cover expenditure which has had to be 
ned owing to shortages of labour and material, 
t he does not state whether it relates to repairs 
postponed during 1944 only. If it provides against an 
accumulated repairs liability extending over more than 
a year, and if it has been provided from the past year’s 
earnings, then the trading profit of £581,262 cannot be 
precisely com with that of £509,960 secured in 
1943. There also come into existence a provision 
of £250,000 for post-war rehabilitation. The greater 
part of this reserve represents a relief from taxation 
arising from the fact that stocks are now declining. 
Captain Eric Smith explains that the reduction in value 
which the company has deemed it prudent to apply to 
its trading stocks is disallowed by the Inland Revenue 
as a trading expense, and that, while the company 
was penalised from a taxation point of view when 
stocks were increasing, it enjoys a corresponding relief 
from taxation in a period of declining stocks. The 
position might have been summarised with greater 
clarity for the benefit of shareholders unused to the 
intricacies of our tax legislation, particularly in view of 
the surprising size of the reserve that has been created. 
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Local Authority Accounting 
Methods. By Bernard Hazel. 


by Punched Card 
Gee & Co. (Pub- 
lishers), Ltd, London. 25s. net. 


Mr. Hazel has written a good book, an unusually good 
‘book. Practical, informative and anthoritative, the 
book covers a subject upon which very little has been 
written. The author has had the advantage of extensive 
practical experience of both Powers and Hollerith 
installations on a large scale and hence is in a position 
to describe the various applications of these machines 
to local authority work. The wide range of records 
which can be maintained on punched cards may come 
as a surprise to many. 

The best of the book is the first part which 
describes punched card methods generally. Mr. Hazel’s 
discussion of this matter could scarcely be bettered. 

The book suffers from some minor blemishes. The 
author is apt to ascribe difficulties and delays in 
accountancy to failure to install a punched card system. 
He suffers from the delusion that the need for efficiency 
in accountancy is something to do with post-war plan- 
ning. He does not deal with P.A.Y.E., though the book 
was published in 1945. He does not sufficiently stress 


the paramount need for the most imaginative and strict _ 


supervision without which punched card systems are 
‘““as sounding brass and tinkling cymbal’’: not every 
authority is fortunate enough to have a Mr. Hazel in the 
office. Finally, he is prone to deliver general exhorta- 
tions, thus on Page 40 we read: ‘‘ The financial officer 
who in a critical survey of his own department can 
detect, e.g., an unwarranted time lag in the production of 
essential information or . . . will be guilty of serious 
dereliction of at least his moral duty if he takes no 
active steps to remedy these defects.”’ 


Applied Costing in Selected Industries. By Harold 
J. Wheldon, B.Com. (Lond.), F.C.W.A., F.L.A.A. 
(Macdonald & Evans, London. Price £1 net.) 


This work is supplementary to a previous book by 
Mr. Wheldon entitled ‘‘ Cost Accounting and Costing 
Methods,”’ its object being to show how costing is 
applied to selected industries. 

A quotation from the preface explains what the 
author has in mind—‘“ A cost system has to be adapted 
to the requirements and peculiarities of the particular 
industry concerned, and indeed to the organisation of 
each individual undertaking within that industry. It 
is necessary for the cost accountant to be familiar with 
the technical and practical side of the business if his 
professional objectives are to be attained.” 

The first chapter, headed “‘ Introduction,” covers in 
five pages a brief résumé of costing principles. The 
second chapter, also of five pages, is entitled ‘‘ Uniform 
or Standardised Costing Systems.”’ - 

The balance of the book, which runs to 237 pages, 
deals with costing as applied to 31 trades and industries, 
such as cocoa manufacture, egg-packing stations, garage 
repair shops, ophthalmic lenses and e manu- 
facture, making of medicinal tablets, and the laundry 
industry. 

The author commences each chapter with a descrip- 
tion of the manufacturing processes. He then shows the 
method of costing the various processes, giving specimen 
books, returns, abstracts, reports and cost sheets, duly 
completed. 

The final chapter deals with war-time costing of 
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Publications 


contracts, and although this deals with the method 
employed in the United States, it has many parallels 
in this country. 

The introduction states that costing information to 
be of maximum value must be capable of presentation 
with promptitude at such regularly frequent intervals 
as may be necessary for the purposes of the management, 
and that effective reconciliation between the cost and 
financial accounts should be maintained. This com- 
prehensive volume shows how these two objectives can 
be attained. 


The Principles and Practice of Cost Accounting 
(with an Appendix on Costing of Munitions Con- 
tracts), by Walter Scott. (The Law Book Company 
of Australasia Pty. Ltd. Price £3 3s. net.) 


The genesis of this book, we are told, was a suggestion 
to the author by the Director of Finance to the Ministry 
of Munitions in Australia that he should write a treatise 
on the costing of munitions from the point of view of the 
contractor ; whilst working with this object, the author 
had enquiries from various sources for a book on cost 
accounts, and decided to combine the two. With the 
passage of the time necessary to complete the book on 
cost accounting (which runs to 553 pages of the present 
volume), the munitions programme has been consider- 
ably reduced, and the urgency of the call for a treatise 
on munitions costing has largely gone. In the end, he 
has published his book on costing with the munitions 
costing treatise as an appendix of a further 220 pages. 

The main bulk of the volume consists, therefore, of a 
textbook on costing dealing, wee? largely in the fashion 
familiar in this country, with : 

(1) bi elements of costing ; ne materials and factory 

, working up to the preparation of monthly 
financial statements. 

(2) Standard Costing and Budgeting. 

(3) “‘ Special Factors’’—-such as depreciation, interest, 
factory capacity, etc., together with a chapter on cost 
accounting as an aid to’ foremen, and another on 
uniform costing. 

(4) Time and Motion Study. 

(5) Production Planning. 

It will be seen that the book is very comprehensive, 
bringing together material for which we have hitherto 
had to turn to a number of separate volumes 

In the course of the work more attention is given than 
has been customary in costing books to the preparation 
of statements for management use ; the author accepts 
as axiomatic that the primary purpose of costing is to 
enable management to function more efficiently and 
therefore to focus attention on exceptional and changing 
factors. 

_ The Appendix on the Costing of Munitions Contracts 
is perhaps the most valuable and original part of the 
book, but it is unfortunate in arriving at a moment 
when the minds of readers are turning from munitions 
to peace-time activities and, of course, such chapters as - 
that on “ Financial Assistance to Contractors ’’ are now 
of historical interest only, dealing, necessarily, with the 
practice of the Commonwealth authorities. 

There is a chapter on “Cancellation Procedure,” 
and another on the ‘“‘ Break’’ clause customary in 
Commonwealth contracts, which will be valuable to 
Australian contractors and their accountants, as well 
as a discussion of the points arising on the change-over 
to post-war conditions. 
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ACGOUNTANCY 


Company Law Amendment 
Cohen Committee’s Report 


In our last issue we publ 


ished extracts from the Cohen Report dealing with Accounts and 


Auditors. The following is the text of the sections on. Holding and Subsidiary Companies. 


RELATIONS BETWEEN HOLDING AND 
SUBSIDIARY COMPANIES . 


115. Existing provisions.—Section 127 of the Com- 
panies Act defines a subsidiary company. It says that 
where the assets of a company consist in whole or in 
part of shares in another company, whether held directly 
or through a nominee and whether that company is a 
company under the Companies Act or not, 
and (a) the amount of the shares so held is at the time 
when the accounts of the holding company are made 
up more than 50 per cent. of the issued share capital 
of that other company or such as to entitle the company 
to more than 50 per cent. of the voting power in that 
other company ; or (b) the company has power (not being 
vested in it by virtue only of the provisions of a debenture 
trust deed or by virtue of shares issued to it for the 
purpose in pursuance of those provisions) directly or 
indirectly to appoint the majority of the directors of 
that other company, that other company shall be deemed 
to be a subsidiary company. Section 125 provides that 
where any of the assets of a company consist of shares 
in, or amounts owing from a subsidiary company or 
companies, the aggregate amount of those assets, 
distinguishing shares and indebtedness, shall be set out 
in the balance sheet of the first-mentioned company 
separately from all its other assets and that where a 
company is indebted to a subsidiary company or com- 
panies, the aggregate amount of the indebtedness shall 
be set out in the balance sheet of the company separately 
from its other liabilities. Section 126 provides that in 
the case of a holding company, defined as a company 
which holds shares either directly or through a nominee 
in a subsidiary company or in two or more subsidiary 
companies, there shall be annexed to the balance sheet 
a statement stating how the profits and losses of the 
subsidiary company or companies have, so fat as they 
concern the holding company, been dealt with in, -or 
for the purposes of, the accounts of the holding company 
and in particular how, and to what extent, (a) provision 
has been made for the losses of a subsdiary company 
either in the accounts of that company or of the holding 
company, or of both; and (b) losses of a subsidiary 
company have been taken into account by the directors 
of the holding company in arriving at the profits and 
losses of the holding company as disclosed in its accounts. 
This requirement is subject to a proviso that it shall 
not be necessary to specify the actual amount of the 
profits or losses of any subsidiary company, or the 
actual amount of any part of any such profits or losses 
which has been dealt with in any particular manner. 


116. Defects of existing provisions.—This proviso 
largely nullifies the requirement as to disclosure. Thus, 
where the profits or losses or any part of the profits or 
losses are taken into account in the profit and loss 
account of the holding company, a statement to that 
effect without necessarily disclosing the amounts, is all 
that is required; where they are not so taken into 
account, it must be stated how they have been dealt 
with, but a mere statement that they have been carried 
forward in the accounts of the subsidiaries is sufficient 
and this gives no real information as to the results of 
their operations unless particulars of the profits and 
losses of the subsidiaries are made available. Further, 


the limited disclosure called for by section 125 as to the 
amountof the aggregate interests in subsidiary companies 
affords no real information as to their financial position 
unless particulars of their liabilities, reserves and assets 
are published to supplement the accounts of the holding 
company. The definition of a subsidiary company in 
section 127 is defective, notably because it does not 
cover sub-subsidiary companies or, in other words, 
companies which are subsidiaries to subsidiary com- 


117. General principles.—We consider that the 
accounting information published by the holding com- 
pany to supplement the balance sheet which, as a 
separate legal entity, it publishes, should as far as is 
reasonably practicable include information with regard 
to the financial position and results of the group similar 
to that which would be required by statute if the business 
were carried on by a single company operating through 
a number of branches. 

118. Definition of holding company and of sub- 
sidiary company.—We have already referred briefly 
in paragraph 116 to the unsatisfactory nature of the 
existing definition of a subsidiary company. Apart from 
the failure to include sub-subsidiary companies, by its 
reference to a holding of a majority of the share capital 
the definition includes as subsidiaries, companies which 
may be neither under the holding company’s de facto 
control for management purposes as branches of the 
business of the holding company group nor subject to 
its legal power of control as regards such matters as the 
appointment of a majority of their directors. A company 
may, for example, own the whole of a second company’s 
preference capital which, though it carries no voting 
rights and has no rights to participate in profits beyond 
its fixed dividends, is greater in amount than the ordinary 
share capital to which the whole of the voting power and 
the whole of the equity in surplus profits are attached. 
Under the present definition the second company is 
deemed to be a subsidiary of the first even if it is not in 
fact in any way controlled by the first. If a majority 
of the ordinary share capital is owned by a third company, 
then the second company would be deemed to be a sub- 
sidiary of the third as well as of the first company. In 
our view the question of control should as a general rule 
be decisive and we consider that the only case where 
absence of legal power to control need not exclude a 
company from the status of a subsidiary company should 
be where the holding company owns more than one-half 
of the equity, since such a concentrated holding may well 
give practical control of the business, although the holding 
company does not necessarily possess a majority of the 
voting power. We were informed that in the United 
States of America and in Canada, which are probably 
the two countries where accounting problems particularly 
affecting holding companies have received closest study, 
the existence of control is recognised as determining the 
inclusion of a company in the category of a subsidiary 
for accountancy purposes. In our recommendations 
we have suggested a revised definition. 

119. Consolidated accounts.—There has been a 
considerable and progressive growth in the number of 
subsidiary companies: the carrying on of a particular 
branch or activity of a business through the medium of 
one or more subsidiary companies is, no doubt, often 
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convenient and advantageous, _ but. from 


holders’ point of view it has beén’ acco: ina 
number of cases by an absence of information as to the 


financial position and results of.the .undertakings..in .: 
which they are interested. The issue with the statutory 


balanee sheet of consolidated accounts showing the 


aggregate assets, liabilities, reserves and results of the . 


holding company and its subsidiaries is becoming more 
frequent, but there is still a considerable number of 
holding companies which fail to give shareholders the 
information necessary to enable them to form an 
adequate view of their interests. There are other methods 
of giving this information, e.g., by the issue of the 
accounts of each subsidiary or of combined accounts 
of subsidiaries as a whole or in groups: we consider 
that the issue with the holding company’s accounts of a 
consolidated balance sheet and a consolidated profit and 
loss account combining the figures of the holding com- 
pany with those of its subsidiaries is the best means of 
showing the financial position and results of the group 
as a whole and we think the submission of.information 
as to the consolidated position and results in this form 
should be made obligatory where practicable. 

120. Cases in which consolidation of accounts is 
inappropriate and in which dates of accounts 
differ.—It is unfortunately not practicable to impose a 
general obligation, without any exceptions, that all hold- 
ing companies should consolidate with their own accounts 
the accounts of all their subsidiaries. Exceptional cases 
may arise where the consolidation of accounts in whole or 
in part may be impracticable or misleading. The 


accounts of some subsidiaries may not be available 


because, for example, they are working in a country 
torn by civil war ; if a subsidiary is hopelessly insolvent 
and the holding company, being under no liability to 
meet its debts, is not willing to do so ; or if the assets of 
a subsidiary consist largely of balances in a foreign 
currency which owing to exchange restrictions cannot 
be transferred, it may be impracticable or misleading to 
include its liabilities and assets and results in con- 
solidated accounts. There is the further difficulty that 
the accounts of companies which are members of the 
same group are not always made up to the same date 
and owing to the considerable diversity of businesses 
frequently carried on by members of the group, it would 
not, in our view, be practicable to insist upon a common 
date ; for example, where the business of a subsidiary 
company is seasonal it is a matter of practical business 
convenience that the accounts of such subsidiary should 
be made up at a date when the results of the season’s 
operations can be most suitably ascertained. Although 
a divergence in dates may be an obstacle to consolidated 
accounts, we feel that in many cases no adequate reasons 
exist for the wide divergence which often occurs, and 
in our opinion the accounts of many subsidiaries (includ- 
ing overseas subsidiaries when air mail facilities are 
restored after the war) could, without inconvenience, 
be made up to the dates of the holding companies’ 
accounts or to dates nearer thereto than has been the 
practice or practicable in the past or the dates of the 
holding companies’ accounts might be brought closer 
to those of their subsidiary companies. We think that 
where it is not practicable to make up the accounts to 
the same date, the best solution is to limit the con- 
solidation to accounts which, after the necessary adjust- 
ments, can be consolidated without giving a misleading 
result. 

The power of control which, we suggest, should as a 
general rule be the determining factor as to whether 
one company is subsidiary to another, may be exercised 
by a holding company with a minority interest, which 
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may be quite small, in the net assets and in the profits 
- \Yorslosses of a . ‘Also, the interests of a holding 


company in the net assets and in the profits or losses 


_-of one. or more subsidiafies may in the aggregate represent 
only a very small part of the holding company’s own 


assets and profits or losses. We have considered whether 
in such circumstances holding companies should be 
permitted to exclude accounts of such subsidiaries from 
consolidation: although there are, no doubt,’ cases 
where the additional information: afforded by con- 
solidated. accounts would not be of any material 
importance, it is in our view impracticable to define 
such cases. 

An exception to our general recommendation is, 
however, we think, desirable in the case of exempted 
banking companies and discount companies and in the 
case of assurance companies. It would, in our view, 
be inappropriate for such companies to issue consolidated 
accounts incorporating the figures of subsidiaries which 
carry on businesses of an entirely different character 
from. the ordinary functions of the holding company, 
where such subsidiaries have been acquired as a temporary 
measure. In such a case we think that the Board of 
Trade should be empowered to exempt the banking 
company, discount company or assurance company, as 
the case may be, from the obligation to consolidate the 
accounts of such a subsidiary. 


121. Power of Board of Trade to alter requirements 
in particular cases.—We realise that particular groups 
of companies may experience difficulties in giving effect 
to the provisions as regards consolidated accounts the 
technique of which is constantly developing. We 
accordingly suggest that the Board of Trade should be 
given power, similar to that conferred upon them by 
section 22 of the Assurance Companies Act, 1909, in 
respect of the accounts of assurance companies, to adapt 
the requirements of the Act to the circumstances of 
particular companies. 


122. Conclusion of the Committee regarding 
consolidated accounts.—We propose that the accounts 


_ Of subsidiaries should be required as far as practicable 


to be consolidated with, and to be made up to the same 
date as, the accounts of the holding company, but that 
there should be excluded the accounts of subsidiaries 
which in the opinion of the directors of the holding 
company it would be impracticable or misleading to 
consolidate, The directors of the holding company 
should be required to annex to the consolidated balance 
sheet a statement of the reasons (a) why they consider 
it impracticable to make up the accounts of any sub- 
sidiaries to the same date as that to which the accounts 
of the holding company are made up and (b) why they 
consider it is impracticable or would be misleading to 
include in the consolidation the accounts of subsidiaries 
excluded therefrom, Where a holding company does 
not present consolidated accounts the directors should 
be required to annex to the balance sheet a statement 
under (b) (page 74, (4) (a) and (b)). In the case of 
subsidiary companies of which the accounts are excluded 
from consolidation, the directors should be required to 
show in the statement the net aggregate amount of the 
profits or losses of such subsidiary companies attributable 
to the interests of the holding company so far as not 
dealt with in consolidated accounts or in the accounts 
of a holding company which does not annex consoli- 
dated accounts to its annual accounts, and particulars 
of any qualifications in the auditors’ reports upon the 
accounts of such subsidiary companies (page 74, (c) 
and (d)).. This statement should be regarded as part 
of the accounts on which the auditors have to report. 
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' with the information contained in the profit and loss, 


We recommend that :— 

I. ' The existing sections 126 and 127 be repealed. 

II. In their place provisions on the following lines 
be inserted in the Act— 

(1) A company shall, whether it is a company within 
the meaning of the Companies Actor not, be deemed 
to be a subsidiary company of another company (here- 
inafter called the holding company) if it is either— 

(a) a company in respect of which the holding 

company possesses power to appoint or remove 
or procure the appointment or removal of a 
majority of the directors either directly through 
the beneficial ownership of the whole or any part 
of its share capital or indirectly through the 
beneficial ownership of the whole or any part of 
the share capital of any other company or com- 
panies or through a combination of these means 
including power liable to suspension in the event 
of default in the payment of dividends to persons 
other than the holding company and its sub- 
sidiary companies, but not including power 
arising by virtue only of the provisions of a 
debenture trust deed or by virtue of shares 
issued for the purpose in pursuance of those 
provisions ; or 

(b) a company in respect of which the holding 

company possesses power to appoint or remove 
or procure the appointment or removal of a 
majority of the directors of another company 
by some other means than as stated in (a) above 
and is directly or indirectly the beneficial owner 
of any part of the share capital of such other 
company ; or 

(c) a company in which more than one-half of the 

equity share capital is owned beneficially by the 
holding company and its subsidiary companies. 

For the purposes of this provision ‘equity share 
capital’ means that part of the share capital which 
confers a right either to the whole or part of any residue 
of any profits or to the whole or part of any residue of 
any assets remaining for distribution after satisfying 
the claims of any other shareholders whose right to 
participate therein is limited. 

(2) Where a company the ordinary business of which 
includes the lending of money, holds shares in another 
company as security only, no account shall, for the 
purpose of determining under this section whether 
that other company is a subsidiary company, be taken 
of the shares so held (para. 118). 

(This definition would replace section 127.) 

(3) A holding company shall annex to its annual 
accounts a consolidated balance sheet and a consolidated 
profit and loss, or income and expenditure, account, 
which shall be drawn up as far as practicable in a manner 
similar to that prescribed in the provisions of the new 
Act relating to the. accounts of companies. The con- 
solidated balance sheet shall combine the information 
contained in the balance sheet of the holding company 
with the information contained in the balance sheets 
of the subsidiary companies after eliminating inter- 
company shareholdings and indebtedness and shall 
show the aggregate interest, if any, in the share capital 
and reserves (including profit and loss, or income and 

mditure, account balances) of subsidiary companies 
of shareholders other than companies the accounts of 
which are consolidated. The consolidated profit and 
loss, or income and expenditure, account shall eombine 
the information contained in the profit and loss, or 
income and expenditure, account of the holding company 
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or income and expenditure, accounts of the subsidiary 
companies after eliminating inter-company transactions 
and dividends and shall show the extent of the profit 
or loss, or net income or net expenditure, if any, 
attributable to shareholders im subsidiary companies 
(other than com: the accounts of which are con- 
solidated) and the balance of the consolidated profit 
or loss, or net income or net expenditure, attributable 
to the interests of the holding company (para. 119). 

The balance sheets of subsidiary companies shall as 
far as practicable be made up as at the date of the balance 
sheet of the holding company. If the directors consider 
that in order to present a true and fair view of the 
state of affairs and of the profit or loss, or net income 
or net expenditure, of the company and its subsidiary 
companies, the consolidated accounts require adjustment, 
they should make such adjustments as appear to them 
to be appropriate. If the directors are of opinion that 
it is impracticable or misleading to include in the con- 
solidated accounts the relative information contained 
in the accounts of any subsidiary company, they shall 
exclude such information. 

Provided that the Board of Trade shall have power to 


‘exempt an exempted banking company or discount 


company or an assurance company from consolidating 
with its accounts the accounts of any subsidiary com- 
pany which carries on a business different from that of 
the holding company, if and so long as, in the opinion 
of the Board of Trade, the relationship of subsidiary 
company and holding company is temporary only 
(para. 120). 

(4) The directors shall annex to the consolidated 
balance sheet (or, except as regards (a) below, to the 
balance sheet of a holding company which does not 
annex to its accounts a consolidated balance sheet and 
a consolidated profit and loss, or income and expenditure, 
account) a statement— 

(a) giving the reasons why they consider it is not 
practicable in the case of any subsidiary company 
whose balance sheet is not made up as at the 
date at which the balance sheet of the holding 
company is made up, for the balance sheet of 
such subsidiary company to be made up as at 

, that date ; 

(b) giving the reasons why in their opinion it is 
impracticable or would be misleading to include 
in consolidated accounts the relative information 
contained in the accounts of any subsidiary 
company ; 

(c) showing in ‘respect of subsidiary companies 
whose accounts are not included in consolidated 
accounts, the net aggregate amount attributable 
to the interests of the holding company so far 
as not dealt with either in consolidated accounts 
or in the accounts of a holding company which 
does not annex consolidated accounts to its 
annual accounts— . 

(i) of the profit or loss, or the net income or net 
expenditure, for the period or periods covered 
by the profit and loss, or income and expenditure, 
accounts of such subsidiary companies made up 
to dates within the period covered by the profit 
and loss, or income and expenditure, account 
of the holding company, and, 

(ii) as far as practicable, of the aggregate profit, or 
net income, including reserves, other than capital 
reserves, or loss, or net expenditure, since 
acquisition of such interests by the holding 
company and its subsidiary companies; and 

(d) giving particulars of any qualifications in the 
auditors’ reports upon the accounts of subsidiary 
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companies where such accounts are not included 
in consolidated accounts. 

If for any reason the directors are unable to obtain 
any such particulars as are required under (c) and (d) 
they shall so report in the statement. For the p 
of the Act the expression ‘ qualification ’ shall be be held 
to include, in addition to any qualification of the nature 
defined in section 126 (2) of the present Act, any note 
upon the balance sheet and profit and loss account of 
any company, the omission of which would have necessi- 
tated a qualification in an auditor’s report. 

The consolidated balance sheet shall show the 
information regarding subsidiary companies whose 
accounts are- excluded from consolidation, which is 
required under the Act to be included in the balance 
sheet of every company, and the consolidated profit 
and loss, or income and expenditure, account shall 
show the income from, or provisions made for losses 
of, subsidiary companies whose accounts are excluded 
from consolidation, 

(i) in respect of the period or periods covered by 
their profit and loss, or income and expenditure, 
accounts made up to a date within the period 
covered by the profit and loss, or income and 
expenditure, account of the holding company ; 
and 

(ii) in respect of other periods (para. 122). : 

(Note: Recommendations II, (3) and (4) would 
replace section 126.) 

The cons»lidated accounts shall be signed on behalf 
of the board, if there is only one director, by that 
director, or otherwise by the two directors who sign 
the accounts of the holding company, and the statement 
annexed to the consolidated accounts or to the accounts 
of the holding company shall be deemed to be part of 
the annual accounts. 

III. There be a new section on the following lines— 

The Board of Trade may, on the application or with 
the consent of a company, alter the requirements set 
out in II (3) above, as respects that company, for the 
purpose of adapting them to the circumstances of that 
company (para. 121). 

IV. There be a new section on the following lines— 

In the case of a holding company the auditors shall 
examine the consolidated balance sheet and the con- 
solidated profit and loss, or income and expenditure, 
account, and any statements required to be annexed 
to them, and shall make a report on them to the members 
of the holding company, and the report shall state 

whether, in the opinion of the auditors, 

(a) the consolidated balance sheet and the con- 
solidated profit and loss, or income and expendi- 
ture, account are properly drawn up in accordance 
with the provisions of the new Act from the 
balance sheets and profit and loss, or income 
and expenditure, accounts of the holding com- 
pany and of the subsidiary companies, the 
accounts of which have been consolidated, after 
giving effect to any adjustments made by the 
directors ; 

(b) the adjustments, if any, made by the directors 
are appropriate, or any other adjustments are 
required, according ‘to the best of their informa- 
tion and the explanations given to them by the 

_ directors of the holding company ; 

(c) the reasons given by the directors in the state- 
ment annexed to the consolidated balance sheet 

ursuant to II (4) (a) and (b) above, are satis- 
; and 


_ (d) “the particulars given in respect of the profits or 
losses, or net income or net expenditure, and the 
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qualifications in the auditors’ reports upon the 
accounts of subsidiary companies excluded from 
consolidation, have been properly compiled from 
the information contained in such accounts and 
the auditors’ reports thereon. 


The auditors shall also refer in their report to any 
qualifications upon the accounts of the holding and 
subsidiary companies which have been consolidated, 
proyided that it shall not be necessary to refer to any 

* qualification which, whilst applicable to the accounts 
of a subsidiary company as a separate company, is not 
material in relation to the consolidated accounts (para. 
122). 

V. There be a new section to the following effect— 

A subsidiary company shall disclose in its balance 
sheet— 

(a) the total amount which it owes to the holding 
company and to companies which are sub- 
sidiaries of such holding company, and 

(b) the total amount which is owing to it from such 
companies. 

Provided that where a company is a subsidiary 

company in relation to two companies of which neither 
is a subsidiary in relation to the other, there shall be 


' shown— 


(a) the amount which it owes to each of such two 
holding companies, including .the subsidiaries 
of each such holding company ; and 

(b) the amount owing to it from each of such two 
holding companies, including the subsidiaries 
of each such holding company. 


PRE-ACQUISITION PROFITS AND LOSSES 
OF SUBSIDIARY COMPANIES 

123. Profits earned and losses incurred by subsidiary 
companies before the acquisition by the holding company 
of the shares to which they are attributable, are, as a 
matter of accounting practice, viewed as being of a capital 
nature from the standpoint of the holding company. 
Such pre-acquisition results (whether dealt with in the 
accounts of the holding company or not) have, therefore, 


been regarded as not capable of being brought into 


account as profits or losses in determining the profits 
which the holding company might properly regard as 
available for distribution in dividend by itself. Difficulty 
may arise in applying this principle to the full where 
the accounts of the subsidiary company are not made 
up to the date on which the shares were acquired by 
the holding company. Our suggestion for meeting this 
difficulty appears from our recommendation below. 


Recommendation 
We recommend that there be a new section on the 


following lines :-— 


If a company becomes a subsidiary company in 
relation to another company or, where that relationship 
already exists, further shares in the first company are 
acquired by the second company, the proportion of the 
profits or losses of the subsidiary company attributable 
to the shares so acquired at the respective dates of 
acquisition shall not be brought into the accounts of 
the second company as revenue profits or losses. Where 
an acquisition of shares takes place at a date other than 
a date at which the accounts of ‘the subsidiary company 
are made up and it is impracticable to ascertain or to 
estimate with reasonable accuracy the profit or loss of 
the subsidiary from the date of its last accounts to the 
date of acquisition of the shares, the profit or loss for 
that period shall be deemed to be the amount arrived 
at by apportioning, on a time basis, the profit or loss 
for the period covered by the next succeeding accounts 
of the subsidiary company. 
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Accounting Principles—X 


The Council of the Institute of Chartered Accountants 
makes the following further recommendation to its 
members on certain aspects of the accounts of companies 
engaged in industrial and commercial enterprises. 
Whilst it is recognised that the form in which accounts 
are submitted to shareholders is (subject to compliance 
with the Companies Act) a matter within the discretion 
of directors, it is hoped that this recommendation will 
be helpful to members in advising, in appropriate cases, 
as to what is regarded as the best practice. 


X. The Valuation of Stock-in Trade 
No particular basis of valuation is suitable for all 
of business, but, whatever the basis adopted, it 
should be applied consistently, and the following con- 
siderations should be borne in: mind : 


(A) Stock-in-trade is a current asset held for realis- 
ation. In the balance sheet it is, therefore, usually 
shown at the lower of cost or market value. 


(B) Profit or loss on trading is the difference between 
the amount for which goods are sold and their 
cost, including the cost of selling and delivery. 
The ultimate profit or loss on unsold goods is 
' dependent upon prices ruling at the date of their 
disposal, but it is essential that provision should 
be made to cover anticipated losses. 


(C) Inconsistency in method may have a very material 
effect on the valuation of a business based on 
earning capacity though not necessarily of im- 
portance in itself at any balance sheet date. 

The following se ae nan are placed on the terms 

‘ cost’ and ‘ market value’ , 

(a) ‘ Cost’ 

The elements making up cost are: (i) the purchase 
price of goods, stores, and, in the case of processed stock, 
materials used in manufacture ; (ii) direct expenditure 
incurred in bringing stock-in-trade to its existing condi- 
tion and location ; and (iii) indirect or overhead ex- 
penditure incidental to the class of stock-in-trade 
concerned. 

Whereas the cost of (i) and (ii) can be ascertained with 


substantial accuracy, (iii)—indirect or overhead expendi- . 
If (iii) is 


ture—can only be a matter of calculation. 
expressed as a percentage of actual production, the 
amount added to the stock valuation will fluctuate from 
one period to another according to the volume produced. 
To avoid distortion of revenue results, in some cases 
indirect or overhead expenditure is eliminated as an 
element of cost when valuing stock-in-trade or alterna- 
tively, only that part which represents fixed annual 
is excluded. In other cases, an amount is in- 
cluded which is based on the normal production of the 
unit concerned. 
The following are bases usually adopted in practice 
for calculating cost: 
(1) ‘ Unit’ cost 


Upon this basis, each article, sila de bbe wna. 


at its individual cost. 

In certain cases, such as bulk stocks, this method is 
not always capable of application and records, including 
the allocation of , may become unduly compli- 
cated. Further it may not be practicable to apply the 
method to partly stocks or finished products 
where the individual units lose their identity. 


_ (2) * First in, first out’ 


This basis assumes that goods sold or consumed were 


those which had been longest on hand and that the 
quantity held in stock ts the latest purchases. 

It has the effect of valuing unsold stock in a reasonably 
close relation to replacement price. ‘In certain manu- 
facturing or producing businesses, however, it is difficult 
to apply accurately through the various stages of manu- 
facture or ea 
(3) ‘ Average’ 

Rng as gas edn aly Ba gp ERO 
at the commencement of a period with the cost of goods 
added during the period after deducting consumption 
at the average price, the periodical rests for calculating 
the average being as frequent as possible having regard 
to the nature of the business. 

It has the effect of smoothing out of resylts 
ong from excessive, and often fortuitous, fluctuations 

ee price and production costs and is particu- 

larly suitable to manufacturing businesses where several 
processes are involved. 

The bases referred to above are founded on the 
principle that ‘cost’ is an historical fact. In some 
cases, however, their application is unsuitable or im- 
practicable owing to the nature of the business and 
stock-in-trade is taken at a cost estimated by one of 
the following methods : 

(4) ‘ Standard’ cost 

This basis entails valuing stock at a pre-determined 
or budgeted cost per unit. It is coming ‘ven he bend 
particularly in manufacturing or us 
where several operations are satiheel ar where goods 
are produced on mass production lines. 

(5) ‘Adjusted selling price’ 

On this basis, an estimated cost is obtained by pricing 
stock at current selling prices and deducting an amount © 
equivalent to the normal profit margin and the esti- 
mated cost of disposal. 

Other methods of stock valuation are the ‘ base stock ’ 
method, which retains permanently certain basic stock 


‘ at a fixed price not exceeding its original cost, and that 


known as ‘last in, first out,’ which is based on the 
principle that profit or loss on trading is the difference 
between the price at which goods are sold and their 
replacement cost. There is, however, only limited 
application of either of these methods in this country. 


(6) ‘ Market value’ 

The expression ‘market value’ is commonly inter- 

preted as either : 

(i) The price at which it is estimated that the stock 
can be realised either in its existing condition or 
as incorporated in the product normally sold after 
allowing for all expenditure to be incurred before 
disposal; or ~ 

(ii) The cost of replacing the stock at the accounting 
date. 


In considering the merits of these alternative methods, 
regard must be had to the purpose for which stock-in- 
trade is held, namely, to sell either in its existing condi- 
tion or as incorporated in a manufactured product. The | 
fact that at the time of valuation the goods could have 
been acquired at a sum less than their cost only indi- 
cates that the expected profit is less than it might have 
been possible to acquire them at the accounting date— 
a possibility which often does not exist in view of the 

quantity held and of the fact that in many cases purchases 
have to be made for later delivery ; the circumstance 


has not caused a trading loss, but only indicates that 
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the ultimate results under other conditions might have 
been better. 

On the other hand, if at the time of the valuation it is 
clear that selling prices will not cover cost and expenses 
yet to be incurred before the goods are disposed of, 
provision is necessary to meet the anticipated loss. 

When estimating the amount of the provision required 
to cover excess of cost over market value, the method 
employed may be either (i) to consider each article in 
stock separately, (ii) to group articles in categories 
having regard to their similarity or interchangeability, 
or (iii) to consider the aggregate cost of the total stock- 
in-trade in relation to its aggregate market value. 


RECOMMENDATION 
It is, therefore, recommended that : 


(1) The basis of valuation for stock-in-trade should 
normally be the lower of cost or market value, calculated 
as in (2) and @) below. 

In certain businesses, such as tea or rubber-producing 
companies and some mining companies, there is a general 
custom to value stocks of products at the price subse- 
quently realised less only selling costs ; if this basis is 
adopted, the fact should be clearly indicated in the 
accounts. 

In the case of long-term contracts, the value placed 
on work-in-progress should have regard to the terms and 
duration of the contracts. If, after providing for all 
known contingencies, credit is taken for part of the 
ultimate profit, this fact should be indicated. 


(2) Cost should be calculated on’ such a basis as will 
show a fair view of the trend of results of the particular 
type of business concerned. Indirect or overhead 
expenditure, if included as part of the cost of partly 
processed or finished products, should be restricted to 
such expenditure as has been incurred in bringing the 
stock-in-trade to its existing condition and location. 

Stocks of by-products, the cost of which is unascer- 
tainable, should be valued at current selling price (or 
contracted sale price where applicable) after deducting 
expenses to be incurred before disposal. The cost of 
the main product should be reduced accordingly. 


(3) Market value should be calculated by reference to - 


the price at which it is estimated that the stock-in-trade 


LAW 


Legal 


MISCELLANEOUS 
Bailment—Company—Summons against liquidator for 
payment. 

In Re S. Davis & Co., Ltd. (61 T.L.R. 402), Cohen, J., 
‘gave judgment against a liquidator, on an appeal 
from a decision of the Registrar. The facts were :— 
The applicant deposited furniture for storage with a 
company in September, 1939. In May, 1940, the 
company went into voluntary liquidation, but did not 
give notice to the applicant. Later in 1940 the storage 
warehouse was damaged by enemy action. The 
liquidator sold the business in 1941 and in 1942 the 
person who purchased it from the liquidator transferred 
it to another company. No notice of either sale was 
given to the applicant. In March, 1943, the applicant 
removed the furniture and discovered that some of it 
had been lost and some destroyed. He sued both 
companies for breach of contract and negligence, dis- 
continued the action against the second company when 
the first company’s defence was struck out, signed 
judgment against the first company for the amount of 


can be realised, either in its existing condition or as 
incorporated in the product normally sold, after allow- 
ing for expenditure to be incurred before disposal. In 
estimating this price, regard should be had to abnormal 
and obsolete: stocks, the trend-of the market and the 
prospects of disposal. 

If the value of stock-in-trade is calculated by reference 
to replacement cost, it should be described in the balance 
sheet as being ‘at the lower of cost or replacement 
value,’ but in no case should it exceed market value as 
described above. 


(4) For the purpose of estimating the amount of the 
' provision required to reduce stock-in-trade below cost, 
it may properly be valued on the basis of the lower of 
its aggregate cost or of its aggregate market value. On 
the other hand, a more prudent and equally proper course 
is to take each item of stock (for each category group} 
and value it on the basis of the lower of its own cost or 
market value. ; 


(5) Where goods have been purchased forward and 
are not covered by forward sales, provision should be 
made for the excess, if any, of the purchase price over 
the market value and should be shown as such in the 
accounts. 

(Note.—Where goods have been sold forward and 
are not covered by stocks and forward purchases, 
provision should be made for the excess, if any, of 
the anticipated cost over sales value.) ‘ 


(6) Whatever basis is adopted for ascertaining cost or 
calculating market value, it should be such as will not 
distort the view of the real trend of trading results and 
should be applied consistently regardless of the amount 
of profits available or losses sustained. Any. reduction 
in stock values which exceeds the provisions embodied 
in the above recommendations is a reserve and should 
be shown as such in the accounts. 


The above concludes the series of recommendations 
wherein the Council of the Institute of Chartered Ac- 
countants has endeavoured to give a lead as to the best 
practice in the preparation of the accounts of industrial 
and commercial undertakings and to emphasise the 
importance of giving adequate and clear information as 
to their financial position and results. 


Notes 


the judgment, and took out a summons against the 
liquidator for payment in full of that amount and taxed 
costs in priority to the general debts and liabilities of the 
company and before any dividend should be paid to 
its pre-liquidation creditors. The liquidator stated that 
he was unable to discover whether the loss and damage 
occurred before he was carrying on the company’s 
business or during or after that time. The applicant 
stated that he believed it took place during that time. 
The Registrar had dismissed the summons, holding 
that the onus was on the applicant to show that it took 


place after the beginning of the liquidation, and that 


he had not discharged it. Cohen, J., held that the 
applicant had proved that the liquidator had adopted 
his contract with the company and that there had been 
a breach of that contract, namely, the failure to deliver 
up the furniture in proper condition on the due date in 
March, 1943, the beginning of the liquidation; that, 
even if at first the onus was on the applicant to prove 
his right to priority, ultimately it was on the liquidator 
to excuse the breach of contract ; and that the liquidator 
had not discharged that onus. 
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ACCOUNTANCY 253 


The Emergency Acts and Orders 


In our November, 1939, issue we 
instalment of a comprehensive guide to the bar 
enactments and Orders which most concern the accountant. 


The fifty-eighth instalment is given below. The summaries 


are not intended to be exhaustive, but only to give the 
main content of an Act or Order, the full text of which 
should be consulted if detatls ave required. 


ORDERS 


EXPORTS 
Nos. Poh 754. Export of Goods (Control) Orders, 1945, 
os. 4, 5. 

No. 576 supersedes all previous Export Control 
Orders. ‘The list of goods requiring export licences is 
substantially reduced, and there are now no territories 
to which the export of all goods is subject to licensing. 
No. 754 removes the need for export licences for the 
Channel Islands except for foodstuffs, soaps, fertilisers, 
seeds, live animals, coal, coke and manufactured fuel, 
arms and ammunition. 

(See Accountancy, March, 1945, page 120.) 

FACTORIES—RECORDS 
No. 743. Factory Undertakings (Records and Information) 
(No. 3) (Revocation) Order, 1945. 


The two Orders of 1940 (Nos. 451 and 817), which 


required factory undertakings to keep certain records 
and to furnish information when required, are revoked. 
(See Accountancy, July, 1940, page 276.) 


FINANCE 
No. 592. Currency Restrictions (Travellers Exemption) 
(Channel Islands) Order, 1945. 
No. 593. Importation of Notes rare peeiand (Channel 
Islands) Order, 1945. 
0. 594. Direction dated May 25, 1945. 

ieee to and from the Channel Islands may carry 
bank notes to any amount. Banking accounts of 
Channel Island residents are no longer blocked under 
Regulation 3c (2a) of the Defence (Finance) Regulations. 
No. 781. _ Blocked Accounts (Authorised Investments) 

(No. 2) Order, 1945. 

A revised list is given of Government securities in 
which investmeats may be made from blocked accounts. 
No. 799. Regulation of Payments (Consolidation) Order, 

1945. 

Previous Regulation of Payments Orders are con- 
solidated, with some amendments. 

(See AccounTANCY, May, 1945, page 161.) 

LIMITATION OF SUPPLIES 
No. 871. Limitation of Supplies (Photographic Goods) 
Order, 1945. 
No. 872. Limitation of Supplies (Toys and Indoor 
Games) (No. 2) Order, 1945. 

The control over photographic goods (hitherto covered 
by the Limitation of Supplies (Miscellaneous) Orders) 
and that over toys and indoor games are continued for 
the six months ending January 31, 1946. Permitted 
supplies are increased. Supplies to the Channel Islands 
must be taken into account. 

(See Accountancy, March, 1945, page 120.) 

PRICES OF GOODS AND SERVICES 
No. 498. Domestic Pottery (Manufacture and Supply) 
Order, 1945. 
No. 568. Domestic Pottery (Maximum Prices) Order, 
1945. 


Previous Orders are revoked and consolidated with 


amendments. 
“ (See Accountancy, May, 1945, page 161.) 


TRADING WITH THE ENEMY 

No. 545. Trading with the Enemy (Enemy Territory 
Cessation) (Channel Islands) Order, 1945. 

The Channel Islands are no longer enemy territory 
for any purpose. 

No. 830. Trading with the Enemy (Specified Persons) 
(Amendment) (No. 8) Order, 1945. 

Previous Specified Persons Orders are revoked and 
consolidated. 

No. 737. Order in Council adding Regulation 4A to the 
Defence (Trading with the Enemy) Regulations, 1940. 

The Board of Trade may order any securities to be 
re-transferred from the Custodian to their former owners 
where the owners were resident or trading in territory 
not under enemy sovereignty. 

No. 850. Trading with the Enemy (Custodian) (Amend- 
ment) (Insurance) No. 2 Order, 1945. 

’ Payment need not be made to the Custodian of money 

due under an insurance contract to persons not resident 

or trading in territory under enemy sovereignty. 

No. 858. Trading with the Enemy (Authorisation) 
(Belgium and Luxembourg) Order, 1945. 

No. 859. Trading with the Enemy (Transfer of Negotiable 
Instruments, etc.) (Belgium and Luxembourg) Order, 
1945. 

No. 860. Trading with the Enemy (Custodian) (Amend- 
ment) (Belgium and Luxembourg) Order, 1945. 

No. 960. Trading with the Enemy (Authorisation) 
(Denmark) Order, 1945. 

No. 961. Trading with the Enemy (Transfer of Negotiable 
Instruments, etc.) (Denmark) Order, 1945. 

No. 962. Trading with the Enemy (Custodian) (Amend- 
ment) (Denmark) Order, 1945. 

All restrictions imposed under the Trading with the 

Enemy Act have ceased to apply to transactions with 

rsons in Belgium, Luxembourg and Denmark. But 
money which became payable before July 19 to persons 
in Luxembourg, or before August 20 to persons in 


Denmark, must still be paid to the Custodian of Enemy: 


Property. 
(See Accountancy, May, 1945, page 161.) 


INDEX AND BINDING 

The Index to Volume LVI of ACCOUNTANCY, 
which is concluded with this issue, will be ready 
shortly. As in previous years, in view of the 
continued need to economise in the use of paper, 
the index will be sent only to those readers who 
ask for it. It will be of great assistance if readers 
who have previously applied for indexes will be 
good enough to write again in respect of this 
year’s issue. 

Orders for binding, with copies of the twelve 
issues (October, 1944, to September, 1945), 
should be sent direct to T. Whittingham & 
Ltd., Pixmore Avenue, Letchworth, Herts., who 
will bind subscribers’ copies at a charge of 
12s. 0d., or will supply a binding case at 4s. 3d., 
post free. The binding case will be in blue cloth 
with gilt lettering, in the same style as in former 
years. For readers taking advantage of these 
arrangements, the title page and index will be 
included. Others may obtain a copy from the 
Editor of ACCO ANCY at Tacorporated 


Accountants’ Hall. 
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September, 1945 


Society: of Incorporated, Accountants 


EXAMINATIONS | 
_The next examinations of the Society will be held on 
Wednesday, Thursday and Friday, December 19, 20 and 21, 
1945. The examinations will again be held at Taunton 
School, Somerset (by kind ission of the Governors), 
and at Manchester, Leeds, Glasgow, Dublin and Belfast. 
The last date for receiving applications is Tuesday, October 


23, 1945. 
COUNCIL MEETING 


Jury 31, 1945 
Present: Mr. Fred Woolley (President) in the chair, Sir 


Frederick Alban, C.B.E. (Vice-President), Mr. C. Percy 
Barrowcliff, Mr. R. M. Branson, Mr. J. Paterson Brodie, 
Mr. W. Allison Davies, C.B.E., Mr. E. ton Elliott, Mr. 


A. B. Griffiths, Mr. Alex. Hannah, Mr. Walter Holman, Mr. 
Bertram Nelson, Mr. T. Harold Platts, Mr. Joseph Stephenson, 
O.B.E., Mr. Percy Toothill, Mr. Joseph Turner, Mr. Richard A. 
Witty, ‘Mr. R. E. Yeabsley, C.B.E. 

Apologies for non-attendance were received from Mr. R. 
Wilson Bartlett, J.P., Mr. Robert Bell, Mr. W. Norman 
Bubb, Mr. M. J. aulks, Mr. C. A. G. Hewson, Sir Thomas 
Keens, D.L., Mr. Fred. Prior, Mr. R. E. Starkie, Mr. A, H. 
Walkey. 

KNIGHTHOOD CONFERRED ON THE VICE-PRESIDENT 

The Council congratulated the Vice-President, Sir Frederick 
Alban, C.B.E., om the honour of Knighthood which was 
conferred on him by His Majesty the King in July, 1945. 

UNIVERSITIES AND THE PROFESSION 

A report was received of the proceedings of the Joint 

Committee, and of correspondence with several universities. 
REFRESHER COURSES FOR MEMBERS 

It was that a course for service members would be 
held at New College, Oxford, by kind ission of the 
Warden and Fellows, from December 14 to 22, 1945, and that 
tentative arrangements were in hand for further courses to be 


held in 1946. 
RESIGNATIONS 


The following resignations of membership were accepted 
with regret :— 

From December 31, 1944: 
Ashton, Harry (Fellow), Barnstaple. 
Chapman, Laurence Hamilton (Associate), Hertford. 
Hanrahan, Edward Percy (Associate), Macclesfield. 
Jackson, Samuel Taylor (Associate), Kettering. 
Stevens, Henry Marshall (Fellow), Hove. 

From April 19, 1945: 
Gale, Herbert Charles (Associate), Harrow. 

From December 31, 1945: 
Gronow, Joseph (Fellow), Tenby. 


DEATHS 
The Secretary reported with regret the death of each of 
the following members :— 
Ashworth, Fred (Associate), Burnley. 
Brereton, Harry (Associate), Congleton, Cheshire. 
Craighead, Alexander Knight (Associate), Edinburgh. 
Duart-Smith, Frederick William, J.P. ( ellow), Glouces- 


ter. 
Fernau, Roderick Lewis (Associate), Cape Town (on 
active service). 
Greene, ‘helipad Philip (Associate), London (om active 
service 
Henstridge, Stephen (Fellow), Birmingham. 
Horton, Geoffrey (Associate), Birmingham. 
(umn. Joseph William (Associate), Grimsby. 
organ, Sieare Tete (Fellow), Bath. 
Mortimer, William (Associate), Leicester. 
Margerison, John yet (Associate), Bolton. 
Paynter, William (Fellow), London. 
Simkin, Frederick (Fellow), Leicester. 
Sims, Arthur Leslie Beddoe (Associate), yareees3y 
Stoddon, Cyril (Associate), Stevenston, A 
Temple, Cyril Herbert (Fellow), London. 
Tree, Joseph William (Associate), Beverley. 
Van Dien, Emanuel (Hon. Member), Amsterdam. 
Webster, James (Fellow), Bessets Green, near. Sevenoaks, 
Williams, Alfred Richard a London. 


DISTRICT SOCIETY 


SWANSEA 
Annual Report 

On the outbreak of war the pro of lectures for 
1939-40 was cancelled, and it was decided to arrange no 
further programmes until the cessation of hostilities. 

Mr. G. M. Griffith, who was elected President in 1940, 
resigned in 1942 on his removal to Liverpool. Mr. G. A. 
Watkins was then elected President, and Mr. S. L. Francis 
and Mr. E. G. White, Vice-Presidents. 

In February, 1941, the offices and the contents of the 
library were destroyed by enemy action. Messrs. Francis 
and Williams have provided a room for meetings, and Messrs. 
Baddiel, Sleeman & Co. have permitted the nucleus of the 
new library to be housed in their offices; the Committee 
expresses its gratitude to both firms. 

Representations have been made to the Council on various 
post-war questions, including: -war fiscal policy, 
company law amendment, university courses for articled 
posse and bye-law candidates, salaries of audit clerks, 

rannuation for employees of members, and eligibility of 
i ind strial accountants for Fellowship and for election to the 
Council. 

Representatives attended the resumed conferences of 
Branches and District Societies with members of the Council 
in 1944 and 1945. The District Society has been represented 
on the Citizens’ Advice Bureau. Many members will serve 
on the Resettlement Advice Committees to assist ex-Service 
men and women. 

The membership ori March 31, 1945, comprised 74 Incor- 
porated Accountants and 58 students, of whom 35 were 
serving in H.M. Forces. The Society sends its good wishes 
to them, and especially to Staff-Sergeant J. L. Francis, a 

isoner of war in Japanesé¢ hands. Sergeant R. A. 

xander, R.A.F., was killed on active service. 


PERSONAL NOTES 
Flight-Lieutenant I. L. Berry, R.A.F.V.R., -has been 
awarded the Distinguished Flying Cross. At the time of 
(eins H.M. Forces he was serving his articles with Mr. C. 
ates Lloyd, F.S.A.A., Manchester. 
pe. Wilfrid Bailey, "Incorporated Accountant, has been 
inted Borough Treasurer of Bexley, Kent. 
H. Livingstone, Incorporated Accountant, has been 
appointed Borough Treasurer of Newbury, Berks. 
Messrs. W. T. Watson & Co., Incorporated Accountants, 
have admitted Mr. Victor W. Sayer, A.S.A.A., into partner- 
ship. The practice is being continued from 391, Ewell Road, 


Tolworth, and 1, Mardale Drive, Kingsbury, London, N.W.., 


under the style of Sayer, Watson & Co. 

Mr. W. Nicholl, Incorporated Accountant, has been 
appointed to the position of Treasurer of Preston in succession 
to Mr. W. Allison Davies, C.B.E:, F.S.A.A. 


REMOVALS 


Messrs. Langton & MacConnal, Incorporated Accountants, 
have removed from 23, Queen’s Drive, to Borough Buildings, 
7, Rumford Street, Liverpool, 2. 

Messrs. Beatton, Hewson & Co., Incorporated Accountants, 
are now practising at 62, London Wall, London, E.C.2. 


OBITUARY 
SYDNEY GRAVE MORRIS 
The sudden death of Mr. Sydney Grave Morris, C.C., 


F.S.A.A., senior partner of Messrs. Morris, Palmer, Day & . 


Vann, caused widespread sorrow among members of the 
Society and in the City of London. Mr. Morris died on 
August 14, at the age of 60. He became a member of the 
Society in 1907 and had been practising as an Incorporated 
Accountant in the City of London since Jan 1, 1914. 
During the war of 1914-18 he served in the Royal Naval 
Volunteer Reserve and retired with the rank of Lieutenant. 
He took much interest in the Seven Seas Club, of which 
he was a member for many-years. In addition to his 
professional work Mr. Morris was a Common Councilman for 
the Castle Baynard Ward in the City of London. 
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UNIVERSITY GF ALLiOlS 


C COUN TANCY 


The Journal of Incorporated Accountants 


(Established 1889) 


SEPTEMBER, 1945. 


PRICE: ONE SHILLING 


Vol. LVI (vol. 7 New Series) No. 625. 


The Society of Incorporated Accountants 
and Auditors 


President : FRED WOOLLEY, J.P., F.S.A.A., Southampton. 
Vice-President: Str FREDERICK J. ALBAN, C.B.E., F.S.A.A., Cardiff. 


Deputy Secretary: Leo T. LITTLE, B.sc. 
Bankers : BANK OF ENGLAND. 


Secretary : a A. GARRETT, M.B.E., M.A. 
Solicitors : NORTON, RosE, GREENWELL & Co. 


Offices and Library : INCORPORATED ACCOUNTANTS’ HALL, VICTORIA EMBANKMENT, Lonpon, W.C.2. 


Members use the designation Incorporated Accountant. Fellows may also use the initial 
letters F.S.A.A., and Associates A.S.A.A. 


Admission to membership is by examination subject to satisfactory completion of articles 
of clerkship for five years (University graduates three years). Nine years’ approved professional 
experience may be accepted in lieu of five years’ articles. Exemption from the Preliminary 
Examination is granted on production of certain educational certificates. All candidates 
must pass the Intermediate and Final Examinations. 


Some concessions may be granted in respect of whole-time war service. 


There are Branches of the Society in Scotland, Ireland, Canada, Australia, and South 
Africa, and District Societies in all parts of England and Wales, Northern Ireland, and India. 
- Students’ Societies and Students’ Sections operate throughout Great Britain and Ireland. 


Members of the Society are not allowed to seek professional business by advertisements 
_or circulars. 
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ADVERTISEMENTS. 


Your leading questions 


on mechanization as affecting SALES and 
PURCHASE ANALYSES, ACCOUNTING 
and COSTING, PAYROLL and P.A.Y.E., 
STOCK CONTROL, PRODUCTION 
CONTROL and all forms of STATISTICS 


are tersely answered in PUNCHING AMBAD! 


— a = 


“PUNCHING AHEAD 


« dlan for letting light into figures and facts through Hollerith punched cards 11 


We shall be happy to forward a copy to you 
(though we have to ask you for a 1d. stamp !). 


“ROLLERITR” 


may be the answer to your demand for up-to-the- 
minute figures of all kinds. 


THE BRITISH TABULATING MACHINE COMPANY LTD. 


Victoria House, Southampton Row, London, W.C.1 (Phone: HOLborn 7866) 


| Ae ee PK EK OL OK LK LL XO XX 


‘ed “— (sy 
+s eres ‘ 
i oe 
3 t- “ 4 : : ei a aa = 
} 
il ee 
< 
. 
; { 
‘ 
’ —= Ff ‘ . 
—— | 
= eed 
ae rr, ‘ . f 
—— =— " 
ail 
| ee 
] 
SS 
. °] eo: “ " > 
vs _ S333 
* e %. ee 
. a . SS 
a 
* « 3 tS 
P . —__ 
: ee 
. 
ee ’ 
; e 
. 
ny ; 
7 aan i 7 
Se a SP 


(Muir Beddall & ie iemited 


SPECIALISTS IN INDEMNITY INSURANCE 


37, GRACECHURCH STREET, LONDON, E.C.3 
Telephone: MANsion House 3414 (12 lines) 


BEERECECCECT IES ITI TE TEE EIEN 
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. . , 
ALSO AT: 49, KING STREET, MANCHESTER; 465, ST. JOHN STREET, MONTREAL 


RRRARRCEIEEIIIIL-LD-GS: 


Ready 7th Sept. 


INCOME TAX 


UNDER 


SCHEDULE ®t 


JAMES 5. ‘HEATON 


Incorporated Accountant (Hons.) 


of Tax under Schedule E - , Offices and Employments 

-_ Abroad - Pensions - Emoluments covered by Schedule E - Lump 

Sum Payments - Expenses - Superannuation - Assessments and 

Appeals - Returns by Employers and Employees - Deduction of 

and Accounting for Tax - Discharge of Tax - Transitional 
Provisions - ‘Tax Free” Remuneration. 


15s. by post 15s. 5d. 


JORDAN & SONS, LIMITED, 116, CHANCERY LANE, LONDON, W.C.2 
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ADVERTISEMENTS 


- DESK TOP 


AND SIDE TABLE ml 


A compact and complete filing, sorting or follow-up 
unit for documents, letters; invoices, ‘lists, ete., at 
hand for instant reference. The Shannoblic Desk 
Top Unit is a great time-saver and makes unneces- 
sary any accumulation of folders or papers on the 
working desk. 
It includes a rigid, all-metal frame and 20 Shan- 
noblic Suspension folders, with large, adjustable, 
angled index tabs for easy vision. 
Quarto 42/3; Foolscap 50/- 
Postage | /1 in Gt. Britain) 


(Samoan 


THE SHANNON LIMITED 
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THE 
SHANNOBLIC 
DESK TOP 
UNIT 


IMPERIAL HOUSE (Dept. J.3), 15-19 KINGSWAY, LONDON, W.C.2 
And at Birmingham, Bristol. Liverpool, Manchester, Newcastle, Glasgow (Agents) 


SAVE 


on Company Formation 
e 0 a TS by using our Draft Forms of 


Memorandum and Articles of Association 


DRAFT | No. ft for 3 | 
memporca 4. ba 


DRAFT No. 2 
A concise form for small | 9 
companies ....,.---. ls. 7d. 


COMPLETE OUTFITS 


Company At low Inclusive prices 


COMPANY 
SOOKLET 


H. HOWES & CO. LTD 


7, BELL YARD, W.C.2. Holborn 3073 
56, OLD BROAD STREET,E.C.2. London Wall 2237 
27-28, OLD JEWRY, E.C.2 Kelvin 4992 


MAIL ORDER DEPT. 53-55, MANSELL STREET, LONDON, El 


———NEW BOOkD= 
FUNDAMENTALS OF 


OFFICE METHOD 


AND 


FORMS DESIGN 


LAURENCE H. BUNKER 


THIS new work is written by an authority who has reorganised 
or introduced new methods into several hundred offices during the 
past fifteen years, and supplements the publications on office 
machines and appliances as well as the standard works on book- 
keeping and accountancy practice. 

MANY of the methods described are capable of simple manual 
operation, but they can be aided by the use of appliances and 
machines. This does not imply, however, that office machines 
are merely an aid to manual operation, for mechanisation is as 
much a question of organisation as it is of method. The basic 
clerical practions described are fundamental to clerical activity 
and apply equally therefore to hand and machine methods. 

MR. BUNKER’S book is one to be read and studied and then 
to be kept at hand for future reference. 


Published. under the auspices of 
THE OFFICE MANAGEMENT ASSOCIATION 


12s. 6d. net. 


Pitman House, Parker Street, Kingsway, London, W.C.2 
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th Royal Exchange 


Assurance invites A ccountants to 
use its services in. arranging 


insurances required for their clients 


ALL THE USUAL CLASSES OF INSURANCE FOR 
HOME AND BUSINESS ARE COVERED BY THE 
CORPORATION'S POLICIES AND THE DUTIES OF 
EXECUTOR AND TRUSTEE ARE ALSO UNDERTAKEN 


“Hw AGENCY APPOINTMENTS GRANTED ~ 


Apply to the Head Office of the Royal Exchange Assurance 
ROYAL EXCHANGE, LONDON, E.C.3 
or to nearest Branch Office 


ee 
arr 
* oe 
ADVERTISEMENTS | “a ne 
hy PBS AN : 4 Lit AT | ; ‘ 
. $ oF ¥ * . ce 
™ TY 
. . 4 (\ 7 * ‘ : a a 
: A . P . 
* ; * +) ‘5 
| * 
= = Ht = 3 
7 ' ” ° ei © = ~~ L iy , 
. Ry = = df } a “ 
a wit —— . te. 
> ~~ nn DU Nd tee = a: 
‘ I = 1 me 
| a 
n ao Py  pergen \ ee 
z H i re al af 
= = @ : oe 
== #: 3 5) | oe me 
| oe eas ey if. : ant 
ite & eS i : : as 
<< 8! k == f I = Lag = := = ae : 
ae == oe i Oe a, 
= -—— a ——- ———_ | ———" 5 ab 
- oe le i = - 
| J ae 
Se 
‘de 
a 
a 
SS : 
hae. 
aan 
et 
we 
not 
hee 8 
Bt, 
ae 
. Megt 
‘par 
ae 
vets 
ae 
knee 
me 
Pay 
‘fs 
oh 
sth 
yh 
| Naat 
xf rez 
| oe 
ye ® 
ae 
bry Fags 
‘ ae 
om 
4 5 
es 
ad 
a 
i 
—— i 
a . ‘ - Sas 
- é 
; > es ca ie sn 
= 


i} | 
The Association 
| of Superannuation and | 
s | 
| Pension Funds 
H FOUNDED 1923 
Chairman :—John C. Mitchell, J.P., F.C.LS. | 
| The ASSOCIATION, which is recognised || 
| by Government Departments, is repre- | 
| | 
| | 
| 


sentative of Pension Funds throughout 
| Great Britain. 


| of Superannuation and keeps its members | 
informed of current legislation and of | 


j/ other subjects affecting the administra- || 
tion of Funds. It also gives advice to | 
members individually. | 


| 

| 

| 

| Particulars of membership and specimens of | 

| literature from 

|| The Secretary, 64, Stafford Court, 
Kensington High Street, London,W.8 

Tel. WEStern 8447 


ADVERTISEMENTS 


Howco Waces Books 


Specially designed fer 
PAY-AS- YOU- EARN 


With long and short leaves to save frequent re-writing 


Ne. SW58 

Size of leaf 12}in. x 12in. 45 names 

toa 27 long leaves and 54 short leaves 

strongly bound in full green buckram cloth. 
Price 28/6 (inc. tax) postage 1/- extra 
WITH FULL PRINTED INSTRUCTIONS 


No. SW60 
Size of leaf 8in. x 13in., 24 names 
toa 18 long leaves and 36 short leaves, 
strongly bound in full green buckram cloth. 
Price 22/6 (inc. tax) postage 9d. extra 
WITH FULL PRINTED INSTRUCTIONS 


Howco Pay Slips. Make it easy for the em- 


ployee to see how the system works and to check the 
weekly tax deduction. 24/- per 1,000 


H. HOWES & CO., LTD. 


53-55 MANSELL ST., LONDON, E.1, and Branches 


SPECIALISED TUITION 


for the 
INTERMEDIATE and FINAL EXAMINATIONS 
of the ‘ 


SOCIETY ana tne INSTITUT 


An 


UNEQUALLED RECORD 
of 
SUCCESSES and HONOURS 


REFRESHER COURSES . 


for 
Members returning from 


WAR SERVICE 


Syllabus of Tuition will be gladly sent, without obligation 


NOW READY 


INCORPORATED STUDENTS’ 


TELEPHONE 


set at the DECEMBER 1944 Intermediate and Final 


by 
H. FOULKS LYNCH & Co. 


THE 


(70th issue) 
containing 


QUESTIONS 


Examinations of the Society of Incorporated 
Accountants & Auditors 


with 


FULLY-WORKED ANSWERS | 


THE ACCOUNTANCY TUTORS 


PRICE 5s.Od. ° By Post 5s. 3d. | 


H. FOULKS LYNCH & Co. Ltd., 16, Coleman St., London, E.C.2. | 
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ADVERTISEMENTS 


H ENR Y BUTCHER 


A N D E7E. 6. 2 AM Y OR, : : 


. have for over Thirty Years specialised in the Sale and 


They control one 


Valuation of Factories, Plant ee Machinery. 


: “ the largest permanent staffs of qualified valuers in the 


country, and during the past few years have conducted more 


auction sales of plant, machinery and equipment than any other 


firm. Leading factory agents and surveyors. 


73 CHANCERY LANE : LONDON : w.Cc.2 


TELEPHONE: HOLBORN 841! (8 LINES) TELEGRAMS: PENETRANCY * HOLB - LONDON 


METROPOLITAN COLLEGE 


NEW JUNIOR'S COURSE 


This course has been designed by the 
Metropolitan College to meet the require- 
ments of new entrants to professional 
Accountants’ Offices who need quickly to 
acquire a sound elementary knowledge 
of the following essential subjects :— 


BOOK-KEEPING 
AND ACCOUNTS 


At the 1944 Examinations of the Society of Incorporated 
Accountants and Auditors 


4 OF THE 5 
FIRST PLACES 


ELEMENTS 
OF AUDITING : 

GENERAL awarded were gained by j 
KNOWLEDGE 

ELEMENTS Students of the 


OF TAXATION 


Metropolitan College 
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YOU CANNOT available for those returning from 
AFFORD TO EXPERIMENT! N ATIONAL SERVICE 
ware TO-DAY for a free copy of FULL PARTICULARS 


FREE ON APPLICATION. 
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} an excellent basis for any professional | Wt, 
i} examination which may be subsequently | : 
i] undertaken. ¢. 
| Many principals have proved | ae 
| this course greatly to facili- | aie 
| tate Staff Training and have | if 
_ f} found it a sound investment | 
} to enrol groups of juniors for a 
the course. “Fo 
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30/- 

THE SCOTTISH WIDOWS’ FUND has 
declared, for the 5 years, 1939.43, a 


reversionary bonus of 30/. per cent. 
per annum compound. 


Add distinction to your bundle of 
life policies by including at least one 
bearing “the hall mark of sterling 
quality in mutual life assurance.” 


Each Set Comprises : 
Memorandum and Articles of 
Association. 

Company Seal. 

Combined Company Register. 
Share Certificate Book. 
Minute Book. 

Company Forms. 

The ‘‘ Davy” Service. 


. 5 
WRITE FOR PARTICULARS :—DEPT. CRD.A SCOTTISH WIDOWS 


CHAS. DAVY & CO. LTD.§ FUND 


Write to the Secretary 


~PYawN pf 


Company Printers & Sublishers 


Head Office: 3-11, PINE STREET, LONDON, E.C.! 
Telephone : TERMINUS 6267 (3 lines) 


and at 
tl, Mason’s Avenue. E.C.2 3. Milk Street, E.C.2 


by 133, The Broadway, Mill Hill, N.W.7 


Head Office: 
9, St. Andrew Square, 
Edinburgh, 2 


>>. ’ 


TO PRINCIPALS a. 


Comp tere - 
TUITION ? 
as SUBSTITUTE STAFF A 
SOCIETY | 
AES HE Tutorial Services of The School of. 
INSTITUTE Accountancy are in considerable demand 
for the purpose of fitting new entrants to. 
EXAMINATIONS professional offices in the principles of © 
Preliminary Accountancy, Auditing, Taxation, Trusts, Bank-— Opti 
Intermediate ruptcy, etc. A wide range of Courses is avail- ~ 
Final able and rapid and efficient Service is assured. men 
: tem 
Send for The School's 180-page Prospectus —F. ie 


THE SCHOOL OF ACCOUNTANCY 


As The School's London premises have been requisitioned by the Government, all communications should be addressed to the Glasgow Office. 
105 REGENT HOUSE, GLASGOW, C.2 
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AN INSTALLATION 


Optimum results are assured with Powers equipment 
because an installation is made only after qualified 
Technical Experts have carefully studied all the require- 
ments of the particular application. If you are con- 
a er the modernisation of your accounting 
methods why not let one of our Technical Experts 
examine your problem? It will place you under no 
obligation. 


3 SAMA'S 


ADVERTISEMENTS 


: one hart. co Las = SSM ARN 
POWERS -SAMAS HOUSE e HOL 


RN BARS « 


An installation of Powers machines is an accounting unit consisting of Punches, Verifiers, 

Sorter and Tabulator, and is capable of performing all the accounting, costing and statistical 

work of any organisation. The illustration shows a typical installation complete with the 

necessary staff. The efficiency of the accounting unit is often increased by the inclusion of 

subsidiary machines—interpreter, Interpolator, Reproducer, Multiplying Punch, etc.— 

when they can be economically aap = =o work for which they have been specially 
esigned. 


Powers Punched Card Accounting—the most highly 
developed form of mechanised accounting—is unequalled 
for: Production Control; Stock Records; Cost 
summaries; Work in Progress Records; Payroll 
and P.A.Y.E.; Materials Costs; Labour Analysis; 
Bonus Schedules; Plant Distribution and Depre- 
ciation Records; Invoices; Statements; Ledgers, 
and all types of analysis and statistics. 


SC ” | 

’ 

ee ets st Re 
é ie ad : wot * aes: . 
: ¥ a SS os : a . - 
— ost ss “ 
a : 4 s i ; 
eo q 
* — _ a 2 q 
oc vate. —. 
eo ‘ oS ee rn 

= oe get hoe re ee ey a : Z y ve Pe 

aah S eee a oo oa at : i. ieer’ e - : 
Se SP ES ee ‘ f -. a : : 
a os <— Lee bad a te £2 ie Oe 73 Bars: ~ « 7 os . _ - i : 
oo eee ei a ee ae <del 

ray ee a r2 af ee, he ee — a aes $ 
aa, ss _ ERS eee SO ae ere ; 
‘ a oo i . ¥ lites a SY eee ~ Se % ee ee | 

<n ee eee a - » eet 2s . ion = ees 
ae we x foe. x © A Bi ; “een ‘ - 
3 es ? ae od a Ee ee a 
ss : 7 et, * i= a ae p eean “, 
we) 
; a al 4 ee : oor a eee " nie 

! ce i horny me oes fe 
rod -s. oS a + 

| ee Eos. 2 we” ——= j 
ee es et Se ae ee c 

. er oe : aul & he oes A FE 3 
a wed = ) "s ‘ ‘ 

- . ee A. o 
ce | en ne ‘ Sa 3 
“ey i os - ; Ls 
Z 3 3 RQ a _ 
, ee wk ae dei 2 P % , S3 % 
ED: Bea G* 

Pe x : YY x * 
aos \}" 0 \) Vi! NED : : 
A | . | 5: . 3 s é 

se | : bs — 

eee ea : . t oes es * - 4 
- K te 3 i Si 
, a al cies 4 
Se : Fas gues : 

eo Ss 4 
' Fae 
<4, 
wo: 

a 
ee : : if 
1 x 
Se 

a 

was 
a 
‘ o 

yaa 

: B 
ve 
ear 
os 

; rf 

7 
jae 
ae! 
se 

(es 
Ke 
boy 
' -: : a - SEE ee a = ae m3 “ 7 5 ae « Re eee eS sa 
AWER ee | (til LN Ei coe V by rei: fh 4} N bo Ep Cattell fs | ee 
HAVA ES Pat aleli : AOA ETH | Niky) gis » is 
— > age Tie ay Ree po Mee, Ssegey e BM aaa) 
| BO - LONDON, E.C. ae 
De SA LS SE LT TT RA J re 
aan 

Be." 
‘ oe 

; ) : — 
. an 
. 7 - 7 
a? 
1 Cie) : : : > 
ells e- Ne 
es 


The Analyses 
fae 
Industrial 
Companies’ 
Accounts 


which appear regularly in 


The Statist 


are the most critical and 
informative published. 


NINEPENCE WEEKLY 
at all Bookstalls 


SUBSCRIPTION RATES 


Inland. Abroad. 
12 Months - - 8s. Od. 10s. 04. 
6 Months - - {1 4s. Od. 1 5s. 04. 


Post free, including all Special Numbers 


THE STATIST COMPANY LIMITED, 
51, Cannon Street, London, E.C.4. 


ADVERTISEMENTS 


DE-RATING 


ARTHUR ABEL, A.S.A.A., F.1.M.T.A., 
County Accountant, Durham 
W. 0. ATKINSON, F.1.M.T.A., 
Borough Treasurer, Acton ; and 


C. H. POLLARD, M.B.E., F.S.A.A., F.1.M.T.A., 
City Treasurer, Hull 


A Research Study promoted by the Institute 

of Municipal Treasurers. and Accountants 

(Incorporated), in co-operation with the 
County Accountants’ Society. 


CONTENTS. 
Historical Surv - The Effect of De-rating on the 
System of Local Taxation - Compensatory Provisions in 
the Principal De-rating Statutes - Other Factors in the 
General Exchequer Contribution - The Reasons for and 
Results of De-rating - The Possibilities of De-rating in 
Reriieg Rese thre ay | - The Benefits Received 
and the Burden Imposed by Agriculture and Industry - 
Conclusions. Complete with Appendices A—F. 


44pp. (and App. 30pp.) 7s. 6d. net 
Published by the Institute of Municipal Treasurers ang 


ntants (Inc.), 
1, Buckingham Place, Westminster, $.W.1 
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- E. IRVINE HALLAS, A.C.A. 
EE 55, TYRREL STREET, BRADFORD 
#3 INSTITUTE AND SOCIETY EXAMS. 

Expert postal and oral tuition, based on 30 years’ 
euertian in preparing candidates. for these 
Exams. Painstaking criticism and marking of work, 


and prompt return of all papers is guaranteed. — 
Medirete Foss. Copies of over 700 signed letters 
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BOOKS on ACCOUNTANCY, BANKING, LAW, &c. 


* Fe FOR BOOKS # *¥ 
New anc secendhand Books en every subject. Books beugh: 
119-125 CHARING CROGS ROAD, LONDON, W.C2 
Telephone : GERrard 5660 (16 lines) Open 9 a.m. to 6 p.m., inc. Sat 


NCORPORATED ACCOUNTANT about to be reverted from 
H.M. Forces (rank, Lieut.-Colonel) desires to open negotiations 
for the purchase of either: (a) the established practice of a 
retiring Chartered or Incorporated Accountant; (b) a partnership 
with an established Incorporated Accountant. Capital available. 
District preferred anywhere within thirty miles of Wimbledon, 
Surrey, or in London.—Box No, 15, c/o AccouNnTANCYy, Incorporated 
Accountants’ Hall, Victoria Embankment, W.C.2. 


NCORPORATED ACCOUNTANT desires .to purchase practice, 
or partnership in established practice, in Provinces.—Box 
No. 16, c/o Accountancy, Incorporated Accountants’ Hall, 

Victoria Embankment, London, W.C.2. 


CCOUNTANT (male) required by City business house. Per- 
manent position.— Write, stating age, experience and salary 
required, to H. BLANKLEY & Son, Lrtp., denhall Market, 

London, E.C.3. 


acquire a small Accountancy Practice in the City of London 


Bt ee Firm of Incorporated Accountants desire to 


to provide a pied-d-terre and to extend an existing connection. - 


Would consider a suitable partnership arrangement.—Box No. 13, 
c/o Accountancy, Incorporated Accountants’ Hall, Victoria 
Embankment, W.C.2. . 


AME PLATES FOR ACCOUNTANTS (or newly-formed 
Companies) promptly engraved. Send words for full-size 
layout. Illustrated leaflet on receipt of 2d. stamp.—MAalILe 

& Son, Lrp., 367, Euston Road, N.W.1. 


Arbitration 


Arbitration plays an important part in the professional activities 

of both Chartered and Incorporated Accountants. 

The Institute of Arbitrators was formed in 1915 for the purpose 

of providing an organisation which specialised in the 

of the Law and Procedure therein, as well as to further the settle- 

ment of disputes by this means. 

Membership is open to members of specified Professional 

Bodies of which the Institute of Chartered Accountants and the 

Society of Incorporated Accountants and Auditors are included, 

and Chartered Accountants and Incorporated Accountants are 

eligible for the Institute Panel for Professional Arbitration. 

Particulars may be obtained from the Secretary, 
The Institute of Arbitrators 


(Incorporated) 
10 Norfolk Street, W.C.2 


Examinations are held in May and November. Practice 
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(Che Honest ‘Merchant 


Honest (Merchants, as such, may sometimes contribute to the Safety of their 
Country ; as they do at all times to its Happiness | 


"3 uae 9% ++ A - ? 
a he Str o DONS PRES CIS 


a Even in the Provision of Account Books thismay This Help, given by the “ Guildhall” unex- a 
7 be seen, as when Manufactories devised for ampled Range of over 300 rulings, towards the - 
4 making the Goods of Peace must quickly transfer realisation of Victory, is still at Hand for a 
. their Effort to the making of the Arms of War. easing the return to Peace. i 
: oy 
- 
: : 
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THE “RULING” HOUSE 
CITY: 40 Gresham Street, E.C.4 _ FACTORY & WAREHOUSE, 
STRAND: Bush House, W.C.2 44-48 Southwark Bridge Road, S.E.1 


WESTMINSTER: Dacre House, 
Dacre Street, S.W.1 
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INTEGRAL 
ACCOUNTING 


by 
JOSEPH SERMON 


’ INTEGRATION OF COST ACCOUNTING 
AND NORMAL ACCOUNTING 


SECOND EDITION, 1944 


25 |=" 


This work is a practical exposition of the in 

of Accounting whereby Cost Accounting and Normal 
(‘ Proper ’) Accounting are amalgamated so as to 
constitute one entity. 

Its purpose is to establish the unification, on a com- 
mon basis, of Accounting in its entirety on the 
obvious, though insufficiently recognised or —_ 
ciated, principle that Profit or Loss on tradin 

a period is simply and solely the resultant the 
Profits and Losses on all the trading transactions 
within the period. 


Cost Accounting, therefore, is the primary medium 
for ascertaining the result of trading ; the primary 
purpose of the Balance Sheet being that of showing 


the effect created on the assets and liabilities by 


trading. — 

The employed conforms in all to the 
principles and to the qualities of application and 
adaptability of double-entry book-keeping. It is 
simple, sound theoretically and practically, and of 
mmense value, not only in the orthodox account- 
ancy sense, but as the means of attaining and main- 
taining a high degree of administrative efficiency as 
pantry proved by many years of exacting practical 


So dusts ta Deiaiec cenit ve ; prac- 
tical operation of the system being demonstrated 
- hy complete set of accounts, wherein is recorded 
essential procedure consequent upon 
formance of a variety of assumed SS Sivcartaclens and 
trading transactions from their inception up to the 
Balance Sheet. Examples are given of all 
forms and books, and there is a profuse index. 


The principle of integration is particularly applicable 
to manufacturing and other undertakings employing 
labour ; it can, however, be applied to advantage to 


almost every other kind of business activity, and to | 


any rational system of Cost Accounting. 


The treatise is strongly recommended to the 
attention of Accountants, Directors, Company 
Secretaries, and Business Administrators. 
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GEE & COMPANY (Publishers) LTD 


27-28 BASINGHALL STREET. 
LONDON, E.C.2 


MONarch 5347-8 


NOW READY 


KEY 


INCOME 
TAX 


AND SUR-TAX 


EDITED BY RONALD STAPLES 


CLEAR, CONCISE AND COMPLETELY 
-UP-TO-DATE. The ‘ Dictionary’ of Income Tax 


Easiest Reference Book Ever Printed 


PUBLISHED BY 
TAXATION PUBLISHING COMPANY LIMITED 


| 


FINANCE ACT Edition 1945 
To Taxation Publishing Company Limited 


98 Park Street,.London, wl 7 Mayfair 7888 
ND casio -saeded copies of ‘ KEY TO INCOMES TAX * at 5/3 
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Published on behalf of Taz Society or IncorPorATED ACCOUNTANTS AND 
Accountants’ Hall, Victoria 
venue, 


Embankmen: Le WER, wed Pointed te Gent Bettala T. Warrnmomia & ‘Luarep 
ey Lekcsoerth Harte September: 100k, itis 


eR Apnetr Garrett, Secretary, at Incorporated 
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